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Re: H & R Block, Inc., a Missouri Corporation
The H & R Block Political Action Committee
Request for Advisory Opinion

Dear Madam or Sir:

I am Secretary and Associate Corporate Counsel of H & R
Block, Inc., a Missouri corporation, and, on behalf of said
corporation and 1ts separate segregated fund, the H & R Block
Political Action Committee ("BLOCKPAC"), I hereby submit a re-
quest for an advisory opinion concerning the application of the
Federal Election Campaign Act of 1971, as amended, and the
regulations of the Federal Election Commission to the solici-
tation by BLOCKPAC of contributions from the franchisees and
the executive and administrative personnel of such franchisees
who are affiliated wath H & R Block, Inc., and 1ts wholly-owned
tax return preparation subsidiary corporations. The parent
corporation and such subsidiary corporations will hereafter be
referred to as "Block."

In the past, BLOCKPAC has solicited and accepted voluntary
political contributions from Block's executive and administra-
tive employees and intends to solicit Block's stockholders and
the Block employees whom a separate segregated fund may solicat
in accordance waith 11 CFR 114.6. BLOCKPAC also intends to so-
licit and accept voluntary political contributions from Block's
"major franchisees," "satellite franchisees," and their respec-
tive executive and administrative employees. Pursuant to 11
CFR 112.1, we respectfully request your advasory opinion as to
whether BLOCKPAC may so solicit such franchisees and such fran-
chisees' executive and administrative employees.

It 1s our belief that, based on Block's continuing control
and direction over the business policies, practices and proce-
dures of 1ts major franchisees and i1ts satellite franchisees
and the nature and extent of such franchisees' contractual obli-
gations to Block, such franchisees are affiliates of Block. As
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such, we believe that BLOCKPAC may solicit and accept contribu-
tions from Block's franchisees and their executive and adminis-

trative personnel.

General Information about Block and Its Franchisees

Sance 1955, H & R Block, Inc. (directly or through wholly-
owned subsidiaries), has been operating offices engaged primar-
1ly in the preparation of federal, state and local income tax
returns. Since 1957, Block has granted franchises to others to
operate such offices in certain areas of the country. 1In 1965,
Block determined to grant franchises only for smaller communi-
ties, generally with populations of 15,000 or less, and has re~
ferred to such franchises as "satellite franchises." Prior to
1965, Block granted franchises, known as "major franchises,"
for larger areas, typically larger cities, one or more counties
or all or part of a state, and permitted such major franchisees
to grant subfranchises within their franchise terratoraies.

During the 1991 income tax filing season (generally Jan-
uary 2 through Aprail 30), H & R Block Company-owned and fran-
chised offices prepared approximately 12,375,000 United States
income tax returns, constituting 11.7% of an Internal Revenue
Service ("IRS") estimate of total U.S. individual income tax
returns filed during that time period. During Block's 1991 fis-
cal year, Block and its franchisees operated 8,955 H & R Block
offices praincipally in all 50 states, the District of Columbaia,
Canada, Australia, New Zealand and Europe. Of such offaices,
4,087 were owned and operated by Block and 4,868 offices were
owned and operated by franchisees. Duraing the 1991 tax season,
a total of 22 major franchisees operated 848 franchised offices
and had an additional 599 subfranchised tax offices in thear
major franchise areas. A total of 2,133 satellite franchisees
operated a total of 3,421 satellite offices (franchised direct-
ly by Block) during the 1991 tax season.

The majority of revenues generated at Company-owned and
franchised offices of H & R Block comes from income tax return
preparation services. Office personnel complete the required
tax returns and schedules based upon information supplied by
the taxpayer, sign the returns as tax preparers in the manner
required by law, check the return and deliver the returns to
the taxpayer for signature, filing and payment of any taxes
due. All returns are guaranteed to have been prepared correct-
ly based on the information provided by the taxpayer. As a
part of Block's service, 1f a return 1s audited, a representa-
tive of the H & R Block office 1s to accompany the taxpayer to
the appropriate IRS office to explain how the return was pre-
pared, but not to act as the taxpayer's legal representative.

In recent years, Block and 1ts franchisees have offered to
eligible taxpayers a service consisting of the electronic fil-
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ing of individual income tax returns. For an extra fee, H & R
Block files tax returns electronically for both tax return prep-
aration clients of H & R Block and persons who did not use H & R
Block's tax return preparation services. Electronic filing is
intended to provide assurance to a taxpayer that the return has
been filed with the IRS and to reduce the amount of time required
for a taxpayer to receive a tax refund. In addition, Block of-
fices offer a refund anticipation loan service. In cooperation
with four national banking ainstatutions, electronic filing cus-
tomers who meet certain eligibility criteria are offered the
opportunity to apply, through the assistance of H & R Block,

for loans from the banks i1n amounts based upon the customers’
anticipated federal income tax refunds. Within a few days

after the date of filing, a check in the amount of the loan,
less a small transaction fee (retained by the bank), 1s received
by the refund anticipation loan customer. The IRS then deposits
the participating customer's actual federal income tax refund
into a designated account at the bank in order for the loan to
be repaid. 1In some instances, H & R Block's tax return prepara-
tion fee for the return involved and H & R Block's electronic
filing fee may be withheld from the loan proceeds and paid by
the bank to Block or the franchisee involved.

Block and some of i1ts franchisees also conduct instruction-
al courses to train others in the preparation of income tax re-
turns. Such courses are conducted principally in the months of
September, October and November for individuals who desire to
learn how to prepare their own income tax returns or who wish
to prepare income tax returns for others.

Franchise Agreements

Block utilizes a standard form of Major Franchise Agree-
ment and a standard form of Satellite Franchise Agreement in
connection with the granting of H & R Block franchises. Copies
of these standard forms are enclosed for your reference. Each
Agreement contains a grant by Block to the franchisee of the
exclusive right to use the name and service mark "H & R Block”
and any other name or service mark that may be adopted by Block
or registered by Block under appropriate service mark or trade-
mark registration laws for use in the operation of an income tax
return preparation service and the performance of related ser-
vices from a location or locations within the specified fran-
chise territory. Under both forms of agreement, the franchisee
must operate 1ts business of preparing income tax returns and
performing related services under Block's licensed marks. The
franchisee 1s prohibited from using any other name or marks in
conducting such business. Block's licensed marks are to be used
by the franchisee only in connection with the franchisee's in-
come tax return preparation service and may not be used for any
other purpose without the wratten permission of Block.
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Under the Major Franchise Agreement and the Satellite
Franchise Agreement, the franchisee must perform all tax return
preparation services and related services within the franchise
territory specified in the Franchise Agreement and the franchi-
see must limit 1ts advertising to media originating from withan
the franchise territory. Under both forms of agreement, the
franchisee agrees that during the term of the agreement it will
not compete with Block or its other franchisees in the prepara-
tion of income tax returns. In the Major Franchise Agreement,
the covenant against competition 1s not limited to competition
within a specified area. 1In the Satellite Franchise Agreement,
the covenant against competition during the term of the Agree-
ment 1s lamited to an area which i1s in or within 45 miles of the
franchise terraitory, in the franchise territory granted to any
other Block franchisee or within 45 miles of any office oper-
ated by Block. Both forms of franchise agreement also contain
a noncompetition covenant for a period following the termination
or transfer of the agreement. Both forms of franchise agreement
also contain covenants by the franchisee that 1t will not, dur-
1ng the term of the agreement and afterward (limited to three
years afterward in the Major Franchise Agreement) divulge or
use for the benefit of any person, association or corporation
outside the H & R Block organization, any information or knowl-
edge concerning customers, the methods, promotion, advertising
or any other systems or methods of operation of Block's busi-
ness or that of Block's franchisees, which the franchisee may
have acquired by virtue of i1ts operations under the agreement.
Franchisees are prohibited under both agreements from doing any
deliberate act prejudicial or injurious to the goodwill or name
of Block. Under the Satellite Franchise Agreement, the franchi-
see must have each individual employed to prepare tax returns
or to supervise the preparation of tax returns to execute an
agreement, in the form prescribed by Block, containing substan-
tially the same covenants against competition and disclosure as
are contained in the Satellite Franchise Agreement.

Electronic Filing Agreements

Block has developed a system for the electronic filing of
income tax returns with the IRS and some state tax authoraitaes.
Block makes such system available to 1ts major and satellite
franchisees and a substantial majority of such franchisees uti-
lize such system in accordance with either a Major Franchise
Electronic Filing Agreement or a Satellite Franchise Electronic
Filing Agreement with Block. 1In these electronic filing agree-
ments, copies of which are enclosed, Block authorizes franchi-
sees to use Block's electronic filing system to provide the
electronic filing service to the franchisees' customers within
their respective franchise territories. 1In such agreements,
the franchisee agrees that the electronic filing service con-
stitutes a related service, as that term 1s defined in the fran-
chise agreement and that the provisions of the franchise agree-
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ment pertain to the electronic filing service provided under the
applicable franchise electronic filing agreement. The francha-
see agrees to use the names and logos selected by Block for use
by Block and the franchisee in describing and marketing the
electronic filing service and the franchisee 1s prohibited from
using any other name or logo in connection with such service
without the express written consent of Block. The Major Fran-
chise Electronic Filing Agreement and the Satellite Franchise
Electronic Filing Agreement contain provisions relating to the
grant by Block of a license to use software and a user's guide
furnished by Block i1n connection with the electronic filing
service and contains restrictions on Franchisee's use of these
materials and the disclosure of confidential information relat-
ing thereto. Under both forms of electronic filing agreement,
the franchisee 1s prohibited from utilizing any system other
than Block’s system in connection with providing an electronic
filing service to the franchisee's customers. Major franchi-
sees are permitted, during the term of the Major Franchise Elec-
tronic Filing Service Agreement, to test other electronic fil-
1ng service systems upon obtaining Block's written permission.

Assignability of Agreements

Under the Major Franchise Agreement and the Satellite
Franchise Agreement, the franchisee's ability to transfer any
interest under such Agreement 1s expressly subject to Block's
right to approve the proposed transferee in writing. Block
agrees that 1t will not arbitrarily or unreasonably exercise
1ts right to approve or disapprove any proposed transfer and
any disapproval by Block must be for material and substantial
reasons. Under both Agreements, the franchisee must submit to
Block sufficient information about the proposed transfer and the
proposed transferee upon which Block shall base 1ts decision to
approve or disapprove the transfer. An exception to the trans-
fer restraictions applies under both Agreements to a transfer by
an i1ndavidual franchisee to a corporation or partnership con-
trolled by such franchisee. The franchisee must provide Block
with notice of any transfer to a controlled entity and the indi-
vidual franchisee remains personally liable for the obligations
of any such controlled entity to Block until another principal
1s appointed and approved by Block or the franchise agreement 1s
transferred or assigned to a transferee approved by Block. Any
change in princaipal of a controlled entity 1s subject to Block's
approval.

Upon the death or incapacity of an individual franchisee,
the franchisee or i1ts legal representative must provide Block
with information as to the actions being taken to prevent or
minimize the interruption of service. Within 180 days after
the death or incapacity of the franchisee, the franchisee or
the legal representative of the franchisee must commence action
to transfer the franchise as permitted by the franchise agree-
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ment. Upon receipt of Block's approval of any such transfer,
the franchisee or the legal representative must complete the
transfer within one year after the date of death or incapacaity.

Neither the Major Franchise Electronic Filing Agreement
nor the Satellite Franchise Electronic Filing Agreement may be
assigned or transferred by the franchisee without the prior
written consent of Block.

Termination of Agreements

Each of the Major Franchise Agreement and the Satellate
Franchise Agreement has an initial term of five years from the
date of 1ts execution and the term renews automatically for suc-
cessive periods of five years each, unless mutually terminated
or terminated pursuant to other provisions of the franchise
agreement. Under the Satellite Franchise Agreement, the fran-
chisee may terminate the Agreement effective at the end of the
initial term or any renewal term, but only upon at least 120
days' wraitten notice to Block prior to the end of such term.

Under the Major Franchise Agreement, any material and
substantial bréach of i1ts terms by the franchisee constitutes
grounds for its termination by Block. Prior to such termina-
tion, Block must give the franchisee written notice of the al-
leged breach and the franchisee may, withain 30 days following
the receipt of such notice, except in the case of a breach for
nonpayment of a franchise royalty, request arbitration of such
alleged breach i1n accordance with the arbaitration provisions of
the Agreement, 1f the breach has not already been corrected.

If the major franchisee attempts to correct the alleged breach
within the 30-day period and notifies Block of such correction,
Block must advise the franchisee within ten days thereafter
whether the alleged breach has been corrected. If Block con-
tends that the breach has not been corrected, the franchisee
has 30 days thereafter to request arbitration. If the francha-
see's breach 1s the nonpayment of a franchise royalty and such
payment continues for 30 days following receipt by the franchi-
see of notice of nonpayment, the Agreement may be cancelled and
terminated by Block without arbitration and without further no-
tice, provided that there 1s no bona fide dispute concerning
the amount of the unpaid franchise royalty or the franchisee's
payment thereof.

Block may terminate a Satellite Franchise Agreement for a
material and substantial breach of the terms of the Satellite
Franchise Agreement or the Satellite Franchise Electronic Fil-
i1ng Agreement or other good cause including, without limitation,
fraud; the franchisee's failure to pay any federal, state or
local tax when due; the franchisee's conviction of, or admission
of, a violation of any federal, state or local statute relating
to the conduct of the franchisee's business; the franchasee's
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conviction of any felony; or the franchisee's bankruptcy or the
appointment of a trustee for the benefit of creditors. The
franchisee has 15 days after Block gives notice of an alleged
breach to cure the alleged breach, except that no notice or
opportunity to cure 1s required 1f the breach 1s one that can-
not be cured including, without limitation, competition in vio-~
lation of the provisions of the Satellite Franchise Agreement,
notification of more than five alleged breaches during a 12-
month period or conviction or admission of the specified viola-
tions of law. If the alleged breach 1s not cured within any
time available for i1ts cure, Block may terminate the Satellate
Franchise Agreement by giving notice of termination. If Block
gives notice of termination, the franchisee may, withain 15 days
after such notice, request arbitration if the breach 1s arbitra-
ble under the arbitration provisions of the Satellite Franchise
Agreement.

Each of the Major Franchise Electronic Filing Agreement
and the Satellate Franchise Electronic Filing Agreement termi-
nates immediately upon the termination of the underlying fran-
chise agreement. The electronic filing agreements may also be
terminated pursuant to a written mutual termination agreement,
upon refusal by the IRS to accept returns from Block or the
franchisee and in the event of the franchisee's material and
substantial breach of the terms of the electronic filing agree-
ment. In the case of an alleged breach of the terms of the
electronic filing agreement, Block must provide the franchisee
with written notice of the breach and 1f the breach i1s one that
1s curable, the franchisee has 15 days from the date such notice
1s given to cure the breach. If the breach i1s one that is not
curable, the Major Franchise Electronic Filing Agreement or the
Satellite Franchise Electronic Filing Agreement terminates imme-
diately upon the giving of notice of breach.

The term of the Major Franchise Electronic Filing Agree-
ment commences on the date of 1ts execution and ends on the
following August 31. There are no renewal provasions. The
initial term of the Satellite Franchise Electronic Filaing
Agreement commences on the later of the September 1 in the year
of execution or the date of such execution and ends on the fol-
lowing August 31. The Satellite Franchise Electronic Filaing
Agreement automatically renews for successive renewal terms of
one year each on each September 1. Either party may terminate
the Satellite Franchise Electronic Filing Agreement by wratten
notice at least 60 days prior to the expiration of the initial
term or any renewal term.,

Training, Instruction and Assistance Provided by Block

Under Section 3 of the Major Franchise Agreement, Block
agrees to explain and instruct the major franchisee in the
operational details of the income tax return preparation busi-



Federal Election Commission
February 10, 1992
Page 8

ness, to furnish guidelines in the selection and location of

an office or offices, to furnish information necessary to estab-
lish an operating budget, to design forms to be used by the
franchisee 1n the preparation of tax returns and advise as to
quantities needed, to make available training materials for use
by the franchisee in training employees in the preparation of
tax returns, and, 1f requested, to assist in handling of any
managerial or other problems as may arise duraing the term of

the Agreement.

Under the Satellate Franchise Agreement, Block agrees to
advise and instruct the satellate franchise owner in the opera-
tional aspects of the franchisee's business, advise in the selec-
tion and location of an office or offices, furnish information
necessary to establish an operating budget, design forms "which
shall be used" by the franchisee i1n 1ts tax preparation business
and advise as to quantities needed, i1nitially train the franchi-
see 1n the preparation of tax returns and thereafter make train-
ing materials available to the franchisee, and furnish all in-
come tax forms, Block internal reporting forms and all other
specialized forms, as well as designated equipment specified in
the H & R Block Policy and Procedure Manual and deemed necessary
from time to time by Block for the franchisee to efficiently
operate under the franchise agreement.

Under both the Major Franchise Agreement and the Satellite
Franchise Agreement, Block agrees to offer for sale to the fran-
chisee certain office supplies, forms, machines, equipment and
other 1tems determined necessary and proper to conduct the fran-
chisee's business. The franchisee 1s not required to purchase
or lease any supplies or equipment from Block or from suppliers
approved by Block. However, both the Major Franchise Agreement
and the Satellite Franchise Agreement provide that supplies,
forms, machines and equipment purchased by the franchisee must
be of a quality at least equal to, and the general appearance
of such 1tems must be similar to, comparable i1tems being of-
fered for sale to the franchisee by Block in Block's catalog.

In accordance with the above provisions, Block provides
major franchise owners and satellite franchise owners with ex-
tensive instruction and advice concerning the management of
their respective businesses. Satellite franchise owners are
assigned to a specific satellite director/district manager of
Block who is located in the general area of the satellite fran-
chise territory. Major franchisees are generally assigned to a
specific Block region managed by a regional director (one man-
agement level above a district manager). As new major fran-
chises have not been granted by Block for many years, initial
training of major franchisees took place long ago and is no
longer necessary. As soon as possible after a Satellite Fran-
chise Agreement 1s signed by a new satellite franchisee, the
applicable satellite director will train the new satellite owner
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concerning the use of H & R Block recordkeeping forms and Block's
methods of conducting business. Satellite directors continue to
work with new and old satellite franchise owners alike through-
out the year, through frequent visits, telephone calls and sat-
ellite complex meetings, to help them make their businesses as
successful as possible. Regional directors also hold a regional
convention every year for satellite franchise owners, at which
time management training 1s conducted. Satellite franchise
owners may also be visited on an intermittent basis by auditors
from Block's Internal Audit Department in order to assure com-
pliance by satellite franchise owners waith Block's policies and
procedures and the Satellite Franchise Agreement.

Major franchisees or their representatives are generally
visited on an intermittent basis by regional directors of Block,
as well as by vice presidents of the Company responsible for the
operations of a geographical division of Block's Tax Operations
Division. In addition, auditors from Block's Internal Audit De-
partment intermittently visit major franchise offices to assure
compliance with the requisite policies and procedures and the
Major Franchise Agreement. Major franchisees or their represen-
tatives also attend operations meetings conducted by Block at
1ts Corporate Headquarters in Kansas City or elsewhere at least
twice annually. Block also sponsors a Major Franchise Meeting
each fall in Kansas City. Major franchisees and their represen-
tatives also have received in recent vears substantial training
an the operation of Block's electronic filing system and 1its
automated tax return preparation program in sessions conducted
in Kansas Caty.

In addition to the initial and ongoing training programs
for 1ts major franchisees and satellite franchisees and thear
respective managers noted above, Block provides all of aits
franchisees with copies of the multi-volume H & R Block Policy
and Procedure Manual which contains policies, procedures, guide-
lines and standards to be followed by all Block offices in the
operation of a tax return preparation business. The Manual 1is
discussed further below. Tax course materials for both courses
offered to the general public and courses made available to em-
ployees of Block and i1ts franchisees only are updated annually
by Block and such materials are made available to franchisees
for the ongoang training of their employees. Block also pub-
lishes and makes available to 1ts franchisees pre-work trainang
materials to be utilized by franchisees in training employees
prior to each tax season. Block's Tax Training Department pre-
pares tax news updates to be provided to emplovees of Block and
the franchisees to keep all H & R Block managers and tax pre-
parers abreast of new developments in the tax laws and forms.
Major franchisees, satellite franchisees and Block managers are
provided with Block's publication entitled "The Block Connection"
on a weekly basis during the tax season and on a monthly basas
during the off season. "The Block Connection" provides a vari-
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ety of information relating to tax office procedures, training,
marketing, market research and other items applicable to all
tax offices, as well as specific information i1n those areas
applicable only to satellite franchisees. Block's satellite
dairectors also distribute information to their satellites in
periodic publications. Major franchisees are provided with
Block's "Regional Director Bulletin" containing policy, proce-
dural, marketing and managerial information directed at Block's
regional directors. Finally, major franchisees and satellite
franchisees equipped with computers and utilizing Block's sys-
tem for electronic filing receive daily communications from
Block through its computerized E-mail system. Satellite fran-
chisees not equipped with computers, but utilizing Block's sys-
tem for electronic filing, receive paper copies of all E-mail
transmissions.

In connection with i1ts electronic filing service and its
test of automated tax return preparation, Block provides exten-
sive training for i1ts satellite franchisees through its satel-
lite directors. As noted above, major franchisees receive
their training in these areas at Block's Corporate Headquarters.
Franchisees are then responsible for training their own employ-
ees 1n the use of these systems. Software support for these
programs 1s provided to satellite franchisees through their
satellate directors. Such support i1s provided to major franchi-
sees through Block's Corporate Headquarters. On-site software
support 1s provided by Block to both major and satellite fran-
chisees when determined necessary by Block. Block provides its
major and satellite franchisees with user's guides in connec-
tion with any software provided to franchisees, as well as other
training and operation materials necessary for the successful
operation of Block's systems. Software updates, new instruc-
tions and other information regarding these systems are pro-
vided to participating franchisees by E-mail and other computer
transmissions.

Compliance with Block Policies and Procedures

The Major Franchise Agreement requires the major franchi-
see to prepare quality tax returns, the same to be accurately
completed i1n accordance with applicable laws and to be checked
thoroughly. The Agreement also requires the major franchisee
to keep specified office hours during the tax season, to employ
and train sufficient personnel to accommodate all customers
without undue delay, to maintain a neat and orderly office and,
as noted above, to procure supplies and equipment comparable to
that offered by Block in 1ts catalog of supplies. The Major
Franchise Agreement also requires the major franchisee to man-
age and conduct i1ts business in reasonable accordance with the
rules and regulations set forth in the H & R Block Policy and
Procedure Manual and all amendments thereto. Certain prova-
sions of the Manual are deemed mandatory for major franchisees
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and others are deemed advisory. For major franchisees, mate-
rial and substantial violations of such mandatory provisions of
the Manual constitute breaches of the Major Franchise Agreement
subject to the termination provisions summarized above.

Major franchisees utilizing Block's system for electronic
filing (consisting of all but three major franchisees), are
required by the Major Franchise Electronic Filing Agreement to
comply waith all provisions contained therein, with all IRS spec-
ifications relating to electronic filing and the procedures,
guidelines and restrictions adopted by Block for the conduct of
Block's electronic filaing service and the use of Block's system
designed for such service. 1In connection with refund anticipa-
tion loans to be provided as a part of the electronic filing
service, the franchisee must also comply with procedures, guide-
lines and restrictions relating to refund anticipation loan ap-
plications and refund anticaipation loan disbursement checks.

The standards, policies and procedures imposed by Block
upon 1ts satellite franchisees are even more stringent than
those i1mposed upon major franchise owners. The Satellite Fran-
chise Agreement not only requires the satellite franchisee to
prepare accurate tax returns in accordance with all laws, to
check each return thoroughly, to employ sufficient personnel
with current tax return training to accommodate all clients
without undue delay and waithin any time commitments made to
such clients, to maintain minimum office hours during the tax
season and duraing the off season, to maintain a neat and order-
ly office or offices with sufficient office space and, as noted
above, to procure supplies and equipment comparable in quality
and appearance with that offereé by Block, but also requires the
satellite franchisee to resolve client complaints in a timely
manner, pay penalties and interest i1n accordance with Block's
standard guarantee, pay all operational expenses in a timely
manner, and maintain public liability insurance and errors and
omissions insurance. The satellite franchisee i1s prohibited
under the Satellite Franchise Agreement from conducting any
business or activities from the franchisee's tax return prepa-
ration office or offices unless the Satellite Franchise Agree-
ment permits the franchisee to continue to conduct a business
or actavaty in any such office that was being conducted at such
office on the date of the Satellite Franchise Agreement. 1In
addaition to compliance with all laws in the operation of the
franchisee's business, the franchisee 1s required by the Satel-
lite Franchise Agreement to timely and properly file all busi-
ness and personal tax returns and pay all taxes due. In addai-
tion to those matters specified in the Satellite Franchise
Agreement, such Agreement requires the satellite franchisee to
manage and conduct the business i1n accordance with the rules
and regulations specified as applicable to the franchisee in
the H & R Block Policy and Procedure Manual, as the same may
be amended from time to time. Such Manual items include pro-
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visions relating to the daily operation of a tax return prepara-
tion business, recordkeeping and reporting requirements, adver-
tising and promotion procedures, personnel matters, procedures
relating to securing supplies, client relations matters, office
requirements and a variety of other standards, policies, proce-
dures and guidelines designed for the uniform and efficient
operation of a tax operation business. A material and substan-
tial violation of the policies and procedures specifically set
forth in the Satellite Franchise Agreement or those applicable
to a satellite franchisee contained in the Policy and Procedure
Manual constitutes a breach of the Satellite Franchise Agreement
and grounds for its termination.

Like the Major Franchise Electronic Filing Agreement, the
Satellite Franchise Electronic Filing Agreement requires the
franchisee to comply with all provisions of such electronic fil-
ing agreement, all IRS specifications applicable to electronic
filing and the procedures, guidelines and restrictions adopted
by Block for the franchisee's conduct of the electronic filing
service and the franchisee's use of Block's system pursuant to
which such service is provided. The satellite franchisee must
also comply with all procedures, guidelines and restrictions
relating to refund anticipation loans and the care, custody,
handling, 1ssuance and delivery of refund anticipation loan
disbursement checks.

Advertising and Promotion

Major franchise owners must incur the expense of all adver-
tising and promotions in media originating within their respec-
tive franchise territories. In addition, major franchisees and
Block share in the expense of national network television adver-
tising. 1In all of i1ts advertising and promotion efforts, the
Policy and Procedure Manual requires the major franchisee to
utilize advertising and promotional materials either prepared
by Block or submitted by the franchisee to Block and approved
by Block. In accordance with the Major Franchise Agreement and
the Policy and Procedure Manual, Block makes available to a
major franchisee advertising, promotion and display materials
for purchase by the major franchisee. The Major Franchise Elec-
tronic Filaing Agreement contains additional restrictions imposed
upon a major franchisee in connection with the advertisement and
promotion of its electronic filing service.

The Satellite Franchise Agreement provides that Block will
furnish for the franchisee, at Block's expense, all promotion
and advertising deemed advisable by Block, provided that the
franchisee will bear the cost of any discount granted pursuant
to any discount program which i1s promoted by Block and in which
the franchisee participates. A satellite franchisee may choose
to provide additional advertising for its business, but such
additional advertising i1s at the franchisee's expense and any
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advertising initiated by a satellite franchisee must have
Block's prior approval. The Satellite Franchise Electronic
Filing Agreement contains additional restrictions relating to

a satellite franchisee's advertising and promotion of i1ts elec-
tronic filing servaice.

Summary of Law and Statement of Position

Previous Advisory Opinions relating to the ability of a
separate segregated fund to solicit and accept voluntary contri-
butions from franchisees and their executive and administratave
employees focus upon 11 CFR 114.5(g) (1), which provides that a
corporation may "solicit the executive or administrative person-
nel of its subsidiaries, branches, divisions, and affiliates
and their families."” See, for example, Advasory Opinions
1988-46, 1985-7, 1983-48, 1979-38 and 1978-61, copies of which
are enclosed for your reference. Those Advisory Opinions indi-
cate that Block and 1ts separate segregated fund may solicat
Block's franchisees and the franchisees' executive or adminis-
trative personnel only 1f such franchisees are "affiliates" of
Block. In deciding this issue, the Commission has followed the
indicia of affiliation that are applied in determining the
affiliated status of polatical committees for purposes of the
anti-proliferation rule in 2 U.S.C. §44la(a) (5). Those indicaa
anclude (1) provisions of by-laws, congtitutions or other docu-
ments by which one entity has the authority, power or ability
to direct another entity and (2) the authority, power or abil-
1ty to hire, appoint, discapline, daischarge, demote or remove
or otherwise 1nfluence the decision of the officers or members
or an entity. In franchise cases, the Commission has focused
upon the franchisor's control and direction over the business
policies, practices and procedures of the franchisees, as well
as the nature and extent of the franchisees' contractual obliga-
tions to the franchisor. In the restaurant franchise matters
considered by the Commission (Advasory Opinions 1988-46, 1979-38
and 1978-61) in whaich the Commission has held that the corpora-
tions there involved and their separate segregated funds may
solicait contributions from the franchisees and/or their execu-
tive and administrative personnel, the Commission has focused
primarily upon compliance wath policy and procedure manual re-
guirements, and contractual provisions relating to the termina-
tion of the franchise agreement or restrictions upon the trans-
ferabilaty of the franchise. 1In Advisory Opinion 1988-46, the
Commission also focused upon the licensor's covenant to provide
assistance and advice in the promotion of the general business
welfare of each licensee, ongoing training programs for the
franchisor's licensees, their managers and their staffs, the
provaision by the licensor through bulletins and newsletters of
marketing research developments and other relevant information
and the fact that the licensor helped coordinate advertising.
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In a decision in which the Commission determined that
affiliation did not exist (Advisory Opinion 1985-7), the Com-
massion determined that the degree of influence exercised by a
brewer over 1ts wholesalers was insufficient to meet the stan-
dards set forth in the Commission's previous opinions regarding
franchisees. The Commission noted that the relationship of the
brewer and 1ts wholesalers "reflects more the characteristics
of a typical business contract between two independent and sepa-
rate entities, as distinguished from the relationship created
where one entity exercised pervasive supervision and direction
over the daily operations and business policies of another en-
tity such as a franchisee."” (Emphasis added.)

It 1s the position of Block and i1ts separate segregated
fund, BLOCKPAC, that the degree of influence exercised by Block
over 1ts major franchisees and i1ts satellate franchisees 1is
more than sufficient to meet the standards set forth in the
Commission's previous opinions relating to franchisees and that
both Block's major franchisees and Block's satellite franchi-
sees are "affiliates"™ of Block under 11 CFR 114.5(g) (1).

The discussion of the relationships between Block and
1ts major franchisees and Block and 1ts satellite franchisees,
above, clearly indicates that Block has continuing control and
direction over the business policies, practices and procedures
of all of 1ts franchisees and, through i1ts various franchise
agreements, imposes upon the franchisees significant and sub-
stantial obligations to Block. Block has more than a limited
degree of influence over the management of i1ts franchisees.
Block provides extensaive 1initial and ongoing training and
assistance to 1ts franchisees and their managers not only in
the managerial and operational aspects of an income tax return
preparation business, but also i1n connection with income tax
law and forms and new developments such as electronic filaing
and the computerized preparation of income tax returns. Block
is 1n constant communication with each of 1ts franchisees
through various publications, computer transmissions, opera-
tions meetings, training sessions and visits by Corporate and
field personnel of Block to franchised offices. Because of the
size and nature of satellite franchise operations and their gen-
eral need for greater assistance, closer supervision and support
1s provided by Block to its satellite franchisees. In order to
maintain the reputation of its name and business, the quality
of the services which Block and its affiliates provide and the
uniform and efficient operation of a tax return preparation
business, Block imposes many policies, procedures and restric-
tions upon major franchisees and satellite franchisees in con-
nection with the use of Block's name and marks, the advertising
of the franchisees' tax return preparation business and the
daily operation of the franchise business through its franchise
agreements, franchise electronic filing agreements and Block's
Policy and Procedure Manual. Policies relating to the accurate
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preparation of returns, hours of operation, maintenance and con-
dition of offices, guality and appearance of supplies and equip-
ment and employment of sufficient well-trained personnel are
mandated by Block i1n anticipation of the needs and desires of
income tax return preparation customers and the efficient and
successful operation of a tax return preparation business.

In addition to the obligations imposed upon Block's fran-
chisees relating to the use of Block's trademarks and the opera-
tion of their tax return preparation businesses, the franchise
agreements here involved impose stringent restrictions on the
transferability of the franchises. As was the case in the ad-
visory opainions involving restaurant franchises, Block's prior
written approval 1s necessary for any assignment or transfer of
any interest in the franchise both during the term of the fran-
chise agreement and after the franchisee's death. Block also
has the right to approve any change in principals of franchises
that are owned by controlled corporations or controlled partner-
shaps.

Finally, under the franchise agreements here involved, vio-
lations of policy and procedural obligations of the franchisee
and other material and substantial breaches of the contract pro-
visions constitute grounds for the termination of the franchase
agreements by Block.

We submit that the supervision and direction by Block over
the operations and policies of i1ts major franchisees and satel-
lite franchisees indicates that such franchisees are affiliates
of Block such that BLOCKPAC may solicit and accept voluntary
political contributions from Block's noncorporate major franchi-
sees, Block's noncorporate satellite franchisees and the execu-
tive and administrative employees of all of its major and satel-
lite franchisees.

If you need any additional information, please feel free
to contact the undersigned at your convenience.

Respectfully submitted,
éff?bnuoi4u\J?frJ2—-——;—
James H. Ingraham

JHI/sw
Enclosures
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MAJOR
FRANCHISE AGREEMENT

THIS AGREEMENT, entered into this day of y 197 ,
between H & R BLOCK, INC., a Missouri corporation ("Block"),
and
(Name)
(Address)

("Franchisee").

WITN

ESSEIH:

WHEREAS, Block {s engaged in the business of granting franchises to operate a
business dealing with the preparation of tax returns and the performance of related

services; and

WHEREAS, Franchisee {s desirous of obtaining such a franchise;

NOW, THEREFORE, in consideration of the covenants and agreements hereinafter set
forch, it is mutually agreed as follows:

1. GRANT OF FRANCHISE,

Block hereby grants to Franchisee the exclusive right to use the name and service
oark "H & R BLOCX" (and the servica marks "THE INCOME TAX PEOPLE", "AMERICA'S LARGEST
TAX SERVICE'", "EXECUTIVE TAX SZRVIC2'", "NATION'S LARGEST TAX SERVICE", and any other
name or servica mark that may be adopted by Block or registered by Block under
appropriate service mark or trademark registration laws for use in the business
of preparing tax rzeturns and performing 'related services") 1in connection with
Franchisee's business of preparing income tax returns and performing related services at
or from a location or locations within the following territory:

(City or County)

(Stace)

(the "franchise territory"); but nothing herein shall prohibic Franchisee from perform-
ing services covered by this Agreement at said location(s) for any person or firm resid-
ing outside the franchise territory, or from advertising or promoting Franchisee's
said locacion(s) in media which may extend beyond the franchise territory. As ysed in
this Agreement, the term "'related services" means those products or services instituted,
organized, sponsored or promoted by Block that deal with the preparation of income tax
returns, such as income Ctax return preparation schools or income tax study courses,
income tax workbooks and other similar products or services directly used in connection
with the business of preparing income tax returns. Any non-tax return preparation
related activities even though conducted under the corporate name of H & R Block shall
not be considered ""related services,.”



2.  BLOCX'S COVENANT NOT TO COMPETE.

Block covenants not to compete with Franchisee, directly or indirectly, in the
preparation of tax returns or performance of related services within the franchise
territory. 1f in any 12-month period ended April 30, (a "payment year"), other than the
12-month period ended on April 30 izmmediately prior to the date of this Agreement,
related services are performed by Block within the franchise territory, Franchisee's
sole remedy shall be the right to receive from Block an amount equal to 55% of the gross
receipts from the performance of such related services by Block in the franchise
territory for such payment year. Such amounts paid by Block shall be included in
Franchisee's gross receipts from the preparation of income tax returns and the
performance of related services, and shall be subject to the franchise royalties
provided in paragraph 10. (To assist Block in determining whether a related service is
being performed by it in the franchise territory, Franchisee shall advise Block of all
of the zip code designacions within cthe franchise territory.) The parties recognize that
in some instances they may be unable to determine the extent to which related
services are performed by Block in the franchise territory. (For example, at the date of
this Agreement an H & R Block income tax workbook 1s being distributed in many states
and, because Block has no records to identify the exact point of each sale, the amounts,
if any, to which each franchisee may be entitled cannot be determined.) In such
circumstances, where the amount to be paid to all '"Major Franchisees' cannot be
determined, the amount to be paid to Franchisee shall be computed by dividing the "gross
volume of all major franchisees'" for the payment year by the "H & R Block gross volume"
for the same period. Fifty-five percent of the quotient thus obtained shall be
aultiplied by total royaltias and receipts received by Block in the payment year
for 1its performance of the related service for which Franchisee's share cannot be
deternined. Distribution to Franchisee of the result obtained shall be in the ratio that
"Franchisee's gross volume" for the payment year bears to the gross volume of all major
franchisees for such year. Psyments by Block to Franchises of amounts due under
the provisions of this paragraph shall be paid within 180 days after the end of the

payment year,

For the purposes of the above paragraph "major franchisee" means any franchisee
operating under a Major Franchise JAgreement such as this Agreement which is dated
subsequent to August 31, 1973; ''gross volume of all major franchisees" means gross
dollar volume of all msjor franchisees from income tax return preparation and related
services, including any monies received pursuant to this paragraph and specifically upon
which franchise royalties would be due; "H & R Block gross volume’” means gross dollar
volume from income tax return preparation and related services of Block and gross dollar
volume of all of its franchisees (vhether satellite, major or otherwise) in the United
States, but shall not include revenues from any other source, such as interest,
dividends, capital 3ains, francnise royalty payments from franchisees, or royalciles
or revenues from any business or activity which {s unrelated to the income tax return
preparation business; and 'Franchisee's gross volume" means gross dollar volume of
Franchisee from income tax return preparation and related services, including any monies
received pursuant to this paragraph and upon which franchise royalties would be due. Any
non-tax return preparation activity or business, or non-related service, performed by
Block, or by or through any subsidiary or affiliace of Block, even though conducted
under the name of H & R BLOCK, shall not be subject to any of the provisions of this
paragraph or this Agreement, and Franchisee hereby acknowledges that it has and shall
have no interest whatever therein.

3. INSTRUCTION AND OTHER ASSISTANCE.
Block agrees to explain and instruct Franchisee in the operational details of the
'me tax return preparation business, to furnish guidelines in the selection and
fon of an office or offices, to furnish information necessary to establish an
ing budget, to design forms to be used by Franchisee in the preparation of tax
e



returns and advise as to quantities needed, to make available training materials for use
by Franchisee in training employees in the preparacion of tax rteturns, and, 1if
requested, to assist in handling of any managerial or other problems as may arise during
the term of this Agreement.

4, QFFER TO SELL SUPPLIES, ETC.

Block agrees to offer for sale at reasonable and competitive prices to Franchisee,
office supplies, forms, advertising and display materi1als, mats, machines, equipment and
such other items as may be necessary and proper to conduct the business of tax return
preparation. Block shall supply Franchisee sSupply order forms and prices cto be
charged as early as practicable prior to the order date, but not less than 30 days on
the annual inicial order. If certain items have not been priced at the order date, then
the price to be charged will be furnished Franchisee at least 10 days prior to shipment
and {f such price is not agreeable, Franchisee may cancel that item within five
days after receipt of notice of such price. It is expressly agreed that Franchisee may
purchase any or all items needed from any source without approval from Block provided
the quality of any such i1tem 1s at least equal to, and the general appearance of it 1s
similar to, the comparable item being offered by Block in 1ts catalog of supplies then
in effect and in the hands of Franchisee.

3. RIGHT TO ADDITIONAL TERRITORY.

Pranchisee shall have the right to obtain a franchise for any city or county (an
"3dditional territory"”) {in which Franchisee solicics business or to which Franchisee's
advertising extends (such additional franchise to contain the same terms and conditions
as provided herein, excespt that the franchise royalty thereunder shall be equivalent to
the franchise royalty then being offered by Block to prospective franchisees for
cozparable territories but not to exceed a net of 10X after deduction of the allowed
discount of 10 percencage points), provided that che distance becween the franchise
territory and such asdditional territory (that is, the distance between (i) the office
location 1in the franchise territory nearest the proposed initial office locacion i1n the
additional taerzitory and (ii1) such proposed office) 1is less than the distance
between such proposed offfce and any then "existing owned or franchised H & R Block
office" location and provided further, the distance between any proposed office and any
existing owned or franchised H & R Block Office shall not be less than 10 miles (che
tern "existing owned or franchise H & R Block office" to include and refer to any office
operated during the irmediately preceding tax season whether or not operated during the
off-season) but in no event shall any such franchise include or cover any part of a cicy
or county then under franchise to an H & R BLOCK franchisee. If Block in good faich pro-
poses to establish a company-owned office(s) in, or {issue to a third party a
franchise for, a city or county to which Franchisee would have the right (as
set forth above) to obtain a £franchise, Block shall first give Franchisee no-
tice thereof and Franchisee shall have a period of 45 days after the giving of
such notice to obtain (by executing and delivering to Block a franchise agree-
ment covering such city or county) a franchise for such city or county; other-
wise, the right to obtain & franchise for such city or councy by Franchisee
shall be deemed abandoned. For purposes of this paragraph the above mentioned
third party (i) cannot be an existing franchisee of Block (or a corporation having a
shareholder who {s an existing frasnchisee of Block)if such franchisee had an H & R BLOX
franchise agreement dated prior to 1965 which provided for a franchise fee of 5% or
less, and (i{1) cannot be a subfranchisee or satellite of another franchisee.

6. ACCEPTANCE OF FRANCHISE AND MANNER OF USE OF NAME,

Franchisee hereby accepts the franchise granced hereunder and agrees to operate his
business of preparing tax recurns and performing related services under the name and
marks referred to 1in paragraph 1 hereof (the "licensed marks"). Franchisee expressly
acknowledges chat the use of any ocher name or marks in conducting such business
of this franchise is scriccly prohibiced, and that Franchisee shall not permit the
licensed marks, or any substancfally similar style or spelling thereof, to be used for
any other purpose, including but not limited to the formation of corporacions,

3 .



parcnerships, business associations or any other form of busiaess organizations, wicthcur
the express written permission of Block.

7. FRANCHISEE'S COVENANT NOT TO COMPETE,

Franchisee covenants that (1) during the term hereof he will not compete, directly
or indirectly, whether as an owner, stockholder, partner, officer, director or employee,
with Block or Block's franchisees in the business of preparing tax returns or performing
related services, and (i1) for a period of three years after the termination, or the
transfer or other disposition of this franchise, he will not so compete as aforesaid
within 100 miles of the franchise territory. Franchisee further covenants that during
the term of this Agreement and for a term of three years after the terminacion or the
transfer or other disposition of this franchise, he will not divulge to or use for the
benefit of any person, association or corporation outside of the H & R BLOCK
organization, any information or knowledge concerning customers, the methods, promotion,
advertising or any other syscems or methods of operation of Block's business or that of
Block's franchisees which Franchisee may have acquired by virtue of his operations under
this Agreement, nor wi{ll Franchisee do any deliberate act prejudic:ial or injurious to
the goodwill or name of Block. Information furnished to employees shall be reasonablv
limited to that which directly relates to such employee's duties and assists in the
proper performance of such duties. This Agreement is entered into between the parties
hereto with the full knowledge of its nature and extent and agreed to by the Franchisee
and the Franchisee hereby acknowledges that the qualifications for a franchise by Block
are special, unique and extraordinary, and that this Agreement would not be entered into
by Block except upon condition that such restrictive covenants be embodied herein and as
such be enforcsabla, in the event of a breach by Franchisee, by injunccive relief,
provided that the expensas of instituting such legal action by Block shall not be a
liability of Franchisee unlass so ordsred dy court decision.

8. PRANCHISZE'S COXDUCT OF BUSINESS.

To the best of his apilicy, Pranchisea shall prepare quality returns, the same to
be accurately comoleted 1im accordancs with Federal, stata and local laws and checked
thoroughly, shall keep officz houss from 9AM to 9PM during weekdays and from 9AM to 5PM
on Saturdays and Sundays during the tax season, to-wit: at least the first Monday after
January 1 througn the last day on which individual federal income tax recurns must be
filed (generally April 15) except that Sundays are optional, subject to Franchisce's
conscientious objection and cto local law, and, with respect to subfranchise and
satellite agreements which may be operated under this Agreement, the office hours may be
9AM to 6PM Monday through Friday and 9AM to 5PM on Saturday, shall maintain a neat and
orderly office or offices, shall employ ana train sufficient personnelto accommodace all
customers without undue delay, and snall nanage and conduct the business in reasonable
accordance with the rules and regulacions set forth in the H & R BLOCK POLICY AND
PROCEDURE MANUAL (the '™Manual"), a copy of which shall be furnished to Franchisee
concurrently with the execution of this Agreement, as well as all amendments thereto
thereafter.

It 1s the express intent of both parties thac the Manual and any amendments thereto
shall be formulated with the intent to maintain or improve the quality of services and
increase the long-range net profit potencial of Block and franchisees alike. Therefore,
if any current provision of the Manual, or any amendment in the future, adversely
affects the long-range net profit potential of Franchisee or works any undue hardship in
compliance therewith, it shall not be considered mandatory or justifying terminattion
proceedings pursuant to paragraph 12. Nheicher shall any such provision be considered
mandatory unless a violation thereof shall reflect adversely on the reputation,
character or i{image of the name and service mark of H & R BLOCK, or any of the
licensed marks, or the quality of the services rendered hereunder. Except as otherwise
provided herein, all provisions of the Manual shall only be considered advisory in
nature, including but not limited to bullecins, letters, newsletters known as "Block
Insides", etc. It s expressly agreed thac a violation or violations of any such
mandatory provisions of the Manual by Franchisee shall not constitute a breach hereof
unless same is material and substantial in nature.
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9. RECEIPTS, BOOKS AND EXPENSES.
Franchisee shall furnish to Block upon request, copies of receipts of all funds

received from the preparation of i1ncome tax recurns and performance of related services
for the prior year ended April 30th last, same to be shipped freight collect. All books
and records of Franchisee pertaining to gross receipts from tax return preparativ

and related services shall be open to inspectiuvn by Block during regular business hours.
Franchisee agrees to pay promptly all of his operational expenses in order to establish
and maintain sound credit, and to protect, save and kecp Block harmless and indemnify
the latter against and from any and all claims, demands, losses, costs and liabilittles
of any kind or nature whatsoever arising out of or in connection with the franchise
herein granted, not occasioned by the fault or neglect of Block.

10. ROYALTIES.
Franchisee agrees to pay Block as a franchise rtoyalty a sum equal to

% of Franchisee's gross receipts from the preparation of income tax returns and the
performance of related services and to submit t3 Block reparts (confirmed by aff:dav-r,
{f requested by Block) of such receipts as of the 15th and last day of each month within
eight days after the end of each such respective period. Payment of such royalties shall
be due within 30 days after the close of each reporting term; provided, however, that 1f
such payment 1is made within eight days after a report period and 1f all previous
payments have been made, or a bona fide dispute has arisen as provided 1in paragraph 12
herein, a discount of 10 percentage poirts from the established % rate shall be
allowed by Block. (For example, for the first half of January, if payment is
remitted and post marked by the U.S. Postal Service by January 23, only
is duej othervise must be paid by February 15th).

Upon the happening of an Event of Increase (defined below), the franchise
royalty charged hereunder shall automatically increase to an amount equal to the
franchise royalty being offered by Block at the time of such Event to prospective
franchisees in territories comparable with the franchise territory, but in no event
shall such royalty exceed 102 after deduction of the allowed discount of 10 percentage
points permitted above (i.e., gross franchise royalty may not exceed 20%). An Event of
Increase shall mean (1) the transfer, assignment, gift or other disposition, by
operation of law or otherwise, of the Franchisee's rights under this Agreement to
another (except to the original individual Franchisee's spouse, son, daughter, brother
or sister, or any or all of them, or to a corporation, partnership, trust or other
business organization or entity in which no one other than Franchisee, his spouse, son,
daughter, brother or sister, or any or all of them, owns an i{nterest, or except to a
controlled corporation or controlled partnership as set forth 1in paragraph i6 of
this Agreement or, 1if Franchisee 1is an individual, except to Franchisee's escate or
legal representative upon Franchisee's death), and (ii) 1f this franchise is held by or
in the name of a corporation, partnership, trust or other business organizacion or
enticy, the transfer, assignment, gift or other disposition of the controlling inceresc
in such entity (unless such controlling interest is so transferred to the spouse, son,
daughter, brother or sister of the original individual Franchisee hereunder or any or
all of them).

11,  INITIAL DEPOSIT.

As security for Franchisee's faithful performance of cthis Agreement, Fran-
chisee hereby deposits with Block the amount 1inserted below 1in the space pro-
vided (which amount {is 1in accordance with che Schedule hereinbelow set forth,
unless this Agreement replaces a prior franchise agreement to the territory covered bv
this Agreement between the parties hereto, in which event no deposit shall be required
of Franchisee i1n excess of the amount deposited under said prior franchise agreement and
such prior deposit, even if none, shall satisfy the deposit required of Franchisee by
said Schedule). Such deposit, 1f any, shall be held by Block without interest and may be
commingled with Block's other,funds, and shall be refunded to Franchisee ) years after
the termination, or the sale, transfer or other disposition, of this Agreemenc by
Franchisee; provided, however, upon the decath of an individual franchisee, said deposit



shall be refunded within 30 days following written notice to Block that the provi-
sions of paragraph 19 herein have been complied with, and, provided further, {f the
assignee of this Agreement is a contrplled corporation or controlled partnership, or the
spouse, Son, daughter, brother or sister, or any or all of them, of the franchisee who
is assigning this Agreement, then such assigning franchisee's deposit hereunder, if any
upon its transfer to said assignee, shall be held in accordance with this paragraph by
Block in satisfaction of said assignee's obligation to make the deposit required here:r
and such assigning franchisee shall have no further interest i1n said deposit, and {f no
deposit was required hereunder of such assigning franchisee, then no deposit shal.
be required of said assignee. Any other assignee of this franchise shall pa;
an inmitial deposit equal to the deposit required by the Schedule set forth be-
low, which shall be paid at the tire of the assignee's execution and acceptance
of this Agreement.

DEPOSIT TO BE IF FRANCHISE TERRITORY POPULATION 1S
$ 300.00 Less than 15,000
500.00 15,000 to 50,000
1,000,00 50,000 to 150,000
3,000.00 150,000 o 400,000
5,000.00 400,000 to 750,000
10,000.00 750,000 to 1,500,000
20,000.00 1,500,000 or over

Population shall be determined as of the date of this contract from mos:
recent Standard Race and Data Service figures.

Block hereby acknowledges receipt of cthe sum of

(3 )y received from Franchises
in sccordance with che foregoing provisions. Block agrees to extend credit r
Franchisee with regard to the {nitial supplies purchased annually from Block, su.
credit not to exceed the amount of Franchisee's contractual deposit, and to defer cas-
payment of the initial supplies order until the following February 10.

12, TERMINATION OF AGREEMENT,

Any material and substantial breach of the terms hereof by Franchisee sha.
constitute grounds for termination of this Agreement and for payment Lty Block ¢
Franchisee or his gassigns pursuant to paragraph 24, Prior to such termination, Bloc
shall give Franchisee written notice of the alleged breach by certified or registere
mail and Franchisee may, within 30 days foilowing the receipt of such notice, except :
the case of a breach for non-payment of the franchise royalty, request arbitration o
such alleged breach pursuant to paragraph 13, {f 1t has not already been corrected. I
the Franchisee attempts to correct the alleged breach within said 30 day period, and s
nocifies Block of such correction, Block shall advise Franchisee within 10 da.
thereafter whether the alleged breach has been corrected and {f such advice :3 in th
negatlve, chen Franchisee shall have 30 aays thereafter to request arbitratiar
In the event of non-payment of the franchise royalty provided herein for a pers
fod of 3O days following receipt by Frunchisee of notice of non-pavrent f{rc-
Block this Agreement may be cancelled and cterminated by Bloeck without arbitra
tion and wichout further notice; provided, however, that this provision shall not app:
and arbicration shall be available hereunder if there is a bcna fide dispute 45 to ta
amount of che wunpaid franchise royalty and Franchisee pays any undisputed portio
thereof, or {f there is a bona fide dispuce as to whether or not the franchis
royalty has been paid. No such terminacion shall take place while such arbitraticn o
any subsequent court proceeding (s pending. Except as to a breach for non-payment of tf
franchise royaity, where there {s no bona fide dispucte as herein provided, which sn
be governed as hereinabove expressly set forth, Franchisee +nay correct any breach, au
thereby prevent termination of this Agreement, wWithin 30 days after a determinatic
by arbitration or subsequent court proceeding that a breach justifying termina
tion has occurred.



13. ARBITRATION.
Every effort shall be made to settle amicably any dispute between the parties

arising out of or by reason of this Agreement, or the construction or performance
thereof. In the event a mutual settlement or resoluction of any such dispucte cannot b.
achieved within 15 days after written notice by either party to the other requesting
arbitration (the ™"arbitracion notice"), the dispute must be submitted for arbitration
before any legal action by either party may be commenced. The arbitration and award
shall be 1in accordance with the rules and regulations then obtaining of the American
Arbitration Association or any other rules unanimouslvy adopted by the arbitrators (as

selected below).

Each party shall aopoint an arbitrator and advise the other party of the choice
(and 1f either party fails to appoint am arb.trator within 10 days after noctification of
the appointment by the ocher party, the person appointed as arbitrator may appoint an
arbitrator to represent the party in defaulc). The two arbitrators appointed in either
manner shall then select a third arpitrator, and snould they be unable to agree on a
third arbitractor within 15 days after the date of the last to be appointed then the
American Arbitration Association, or any other organization mutually acceptable to the
two arbitrators, shall be requested to appoint the third arbitrator. Time 1s of the
essence {n these proceedings and a decision of the arbitrators shall in all events be
rendered within 90 days afcer giving of the arbitration notice. Additional time for the
decision may be granted by mutual consent of Block and Franchisee, or upon request
of two of the three arbitrators, but in no case longer than 90 days.after the last day
of the {initial 90 days. If said decision 1s not rendered within the time set forth
herein, the arbitration may be terminated by either party and either party may then
proceed to have the matter resolved in a court of law, -

Except as to a breach for non-payment of the franchise royalty, where there 1s no
bona fide dispute as herein above provided in paragraph 12, the provisions relating to
arbicration shall be applied to any alleged breach of this Agreement and any other
disputes that may arise from time to time, and all other rights and privileges of the
parties hereto under any other provisions of this Agreement shall not be affected
by any such arbitration procedure. The arbitrators shall have no right to incluae or
decide 1ssues not directly involved 1in any dispute before them. The decision of the
arbitrators shall be by a majority thereof. The expense of arbitration shall be borne
equally by Block and Franchisee. Block shall mail a copy of each arbitration notice ta
each major franchisee (as defined above) and further shall notify each major francnisee
of the disputed provision or provisions of this Agreement or any other matter to be
submitted for arbitration and the date, hour and location of the arbitration proceeding.
The arbitration shall be open to all interested parties, subject to the rules of the
arbitrators, and anyone shall give 1information upon request of either party or the
arbitrators. The decision of the arbitrators shall be legally binding upon the
parties thereto, unless such decision relates to additional territory or unless such
decision would cause either party to incur an expenditure, exclusive of cost of
arbitration, of more than $5000.00 or unless such decision provides, or gives either
party grounds for the termination of the franchise herein granted, but in such event the
parties hereby expressly stipulate that such decision, although not binding, including
a transcript of the record therein, or any part thereof, may be admitted into evidence
without objection in any litigation on the dispute between the parties hereto. The
location of any arbitration proceeding shall be determined by the arbitrators.

14, PARTIES NOT JOINT VENTURERS, ETC,

The parties hereto are not and shall not be construed as )joint venturers, partners
or agents of each other, and neither parcty shall have any power to bind or obligace the
other, and neither party shall be liable to any person whomsoever for any debts incurred
by the other,



15. OWNERSHIP OF CUSTOMER LISTS, ETC.
AIl cuscomer lists, customer names, forms, files and copies of tax returns 1in

Franchisee's custody shall be and remain at all times the property of Franchisee;
provided, however, that in the event of termination of this Agreement and upon payment
of such monies due as set forth in paragraph 24, such property rights of Franchisee
thereto shall be transferred to and shall vest in Block and Franchisee shall immediately
deliver to Block all such customer lists, customer names, forms, files and copies of tax
returns, Neither party shall have the right and privilege to use any information
appearing on file copies of customer tax returns during the term of this Agreement
except Franchisee may use such 1information solely in the preparation of subsequent
years! tax recurns or intermal statistics.

16.  ASSICNABILITY.

Franchisee's interest under this Agreement may be transferred and assigned by
Franchisee, and Franchisee's heirs, successors and assigns, to any person, partnership,
or corporation; provided, however, that any proposed transfer (other than to a
“controlled corporation' or "controlled partnership'" as defined below) must be submicted
to Block with a request to transfer, which request shall include the name, address and
principal occupation or business activity of the proposed transferee, and such other
information (including financial statements, business references, and the like) that
Block may reasonably request for the purpose of approving or disapproving such proposed
transferee. Block agrees that it will not arbitrarily or unreasonably exercise its righe
to approve or disapprove any proposed transferee or principal and any disapproval by
Block wunder this Agreement with respect to a proposed transferee or principal shall
be only for reasons which are material and substantial in nature. If the pro-
posed transferee s a corporation or partnership, but not a controlled corpor-
ation or controlled partnership, then Franchisee shall also furnish to Block the name,
address snd principal occupation of each officer and director or each partner, as the
case nay be, of such corporation or partnership, together with the name, address,
principal occupation, and ownership interest of each significant stockholder (thac is, a
holder of 10% or more of any class of voting securities of such corporation) and the
name and address of an individual, hereinafter referred to as the 'principal", (1) who
shall be a director or partner of the proposed transferee and who will personally assume
and be bound by all of the terms, covenants and conditions of this Agreement and (11)
who will execute a document satisfactory to Block to that effect, to the end thact Block
may loock to such individual, in addition to the proposed transferee, for the
proper performance of this Agreement, and such other information (including financial
statements, business references, and the like) that Block may reasonably request for the
purpose of approving or disapproving such proposed transferee or principal, Block
hereby agreeing to exercise reasonably and i{in a fair manner its right to approve or
disapprove such proposed transferee or principal, unless the proposed principal 1s the
individual Franchisee under this agreement, in which event the Franchisee cannot be
disapproved as principal or be subject to the approval or disapproval provisions herein.

The proposed transfer shall become effective 30 days after cthe receipt of the
transfer request by Block unless Block does not approve (which approval shall
not be withheld unreasonably) of such proposed transteree and, 1f applicable, the
principal thereof, as evidenced by an instrument in writing setting forth the reason or
reasons for such disapproval given within the above 30 day period. In the event of such
disapproval, Franchisee may also submit an alternate transfer request to Block within 30
days after such disapproval, subject to all the foregoing conditions with respecc to the
inicial transfer request, Franchisee shall, in any event, have 30 days from the receipt
of a disapproval letter to request arbitracion pursuant to paragraph 13 of this
Agreemente In the absence of disapproval by Block, or upon approval by subsequent
arbitracion or court decision, of such proposed transferce and principal, such
transferee, and principal, as the case may be, shall assume in writing all of
Franchisee's obligations hereunder and be entitled.to all benefits accruing thereto, and
shall execute the document described above. .



For purposes of this Agreement, (1) a '"controlled corporation" or "controlled
partnership” shall be a corporation or partnersnip in <hich Franchisee, or Franchisee's
spouse, son, daughter, brother or sister, or any or all of then, directly or indirectly
hold in the aggregate, a majority (over 50%) of each class of voting securities
(1f a corporation) or the majority controlling incerest (1f a parctnership), and ({1)
with respect to a corporation or partnership, 1ts voting Securities or majority
controlling 1interest, as the case may be, shall be deemed held directly by Franchisee
(or Franchisee's spouse, son daughter, brother or sister) if registered in any or all of
their respective names alone or jcintly wicth another, and shall be deemed held
indirectly by said individuals 1f registered 17 the name of a broker, trustee, executor,
administrator or other nominee for the benefi: of said individuals or any of them. It is
specifically wunderstood that transfer to either a concrolled corporation or controlled
partnership shall not result 1n an 1increase 1n franchise royalties, an additional
deposit or a request for transfer or require a designation of a principal. However,
Block shall be notified 1n writing at the time of transfer of the name of the concrolled
corporation or controlled partnersnip, the effective date of transfer and the name and
address of each officer, director and significant shareholder(s) (1f a corporation) and
oz each general partner (1f a partnership), and shall thereafter be notified in writing
from time to time of any changes thereof. In the event of any transfer or assignment by
Franchisee of this Agreement, or any 1nterest therein, to a controlled corporacion
or controlled partnership, Franchisee shall remain liable for the prompt and faithful
performance of all terms, covenants and conditions of this Agreement until a principal
13 appointed and approved by Block or this Agreement 1s transferred or assigned to a

ransferes approved by Block.

17. CHANGES IN STATUS OF CONT'OLLZD CORPORATION OR PARTNERSHIP,

If Francaisee is a controlled corporation or controlled partnership (as defined
above) and (1) at any tizme during the term of this Agreement Franchisee's status as such
shall cesse or (ii1) {(f the 1individual <ho is personally liable for the prompt and
faithful performance of all the terms, covenants and conditions of this Agreement (that
{s, the original individual francnisee of this Agreement who shall have assigned the
same to a controlled corporation or partnership) snould die or sell, transfer or
otherwise compietely dispose of or terainate his {interest direct or indirecz, in
Francnisee while so personally liable, or, (1i11) 1f Franchisee is a corporacion or
parcnership which has a principal as required by paragraph 16 and if during the term of
this Agreement such principal dies, then, in any case, Franchisee shall notify Block of
this Agreement such principal dies, then, 1n any case, Franchisee shall notify
Block 1in writing within 60 days after the occurrence of such event of the name
and address of an 1individual (i) who shall be a director or partner of Franchis-
ee and who will personally assume and be bound by all of the terms, covenants
and conditions of this Agreement and (ii) who will execute a document sacisfactory to
Block to that effect, to the end that Block may look to such individual, in aadicion to
Franchisee, for the proper performance of this Agreement (the "principal"). Block shall
have 30 days after receipt of such notice to approve such principal (and may request
further information with respect to him, including financial information, business
background and the 1like), which approval +ill not be unreasonably withheld. lf the
proposed principal 1s the individual Franchisee under this Agreement or is Franchisee's
spouse, son, daughter, brother or sister, such proposed principal cannot be disapproved
by Block unless such proposed principal shall be legally incompetent, shall not be of
legal age, or shall at any time have been convicted of any crime involving acts of moral
turpitude. Any disapproval by Block will be evidenced by an instrument in writing
secting forth cthe reason or reasons for such disapproval, subject to all of the
foregoing conditions with respect to the initial notificacion of a proposed principal.
Franchisee shall, in any event, have 30 days from the receipt of a disapproval letter to
request arbitration pursuant to paragraph 13 of this Agreement. In the absence of
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disapproval by Bleck within said 30 day period, or upon approval by subsequent
arbitration or court decision of such principal, such principal shall execute the
document described above. Any officers, directors and partners of Franchisee shall also
be fully bound by the non-competition provisions herein and shall execute an agreement
to that effect.

18. TERM OF AGCREEMENT.

The term of this Agreement shall run for a period of five years from the date
hereof, with further provisions that it shall be automatically renewed for successive
periods of five years each, unless mutually terminated or terminated pursuant to
paragraph 12.

19. DEATH OR IMCAPACITY.

The following provisions apply only {f Franchisee i3 an individual. In the event of
the death of Franchisees, or his incapacity (defined herein as his inability according to
competent medical authority to perform the duties and obligations under this Agreement
for a period of one year or more as the result of tllness or accident), Block shall
be entitled to receive information from Franchisee or his legal representative
as to what gctions are being taken to prevent or minimize the interruption of the
service required or to be rendered hereunder, and snall be entitled, but not required,
to render whatever assistance is requested, and Block shall be entitled to reimbursement
from Pranchisee or Franchisee's 2state for any reasonable expenditures thus incurred 1if
other than normal services providad in paragraph 3. Such death or incapacity shall not
of 1itself be grounds for terminacion of this Agreement unless either ({) Franchisee or
his legal representative fail for a period of 180 days after such death or incapacity to
commence action to assizn this Agreement as permitted by paragraph 16, or (1i) such
assignment 1s not completed within one year after such death or incapacity; provided,
however, any period of time during vhich an assignment is subject to Block's approval
ana during which any issue ralative to a disapproval of any assignment is in arbitration
or pending in a court of lav shall noc be s part of such one year time limic provided
hereins If such action or assiznment {3 not timely taken or made as aforesaid, Block
shall have the right to terminate this Agreement, subject to paragraph 13 of this
AgTeement.

20, MON-YALVER OF BRZACH.

The failure of either party hereto to enforce at any time or for any
period of time any one or wm=ore of the cterms or conditions of this Agreement
shall not bDe deemed a walver of such erms or conditions or of either party's
rights thereafter to enforca each and every term and condition of this Agree-
mente. .

21, CANCELLATION OF PRIOR UMDERSTAND INCS.

This Agreement expresses fully the understsnding by and betwWeen the parties hereto
and all prior understandings, or commitments of any kind, oral or written, as to this
franchise and any matters covered by this Agreement are hereby superseded and cancelled,
with no further liabilicies or obligacions of the parties with respect thereto except as
to any monies due and unpaid between the parties to this Agreement at the time of the
execution of this Agreement.

22, APPLICABLE LAW.

This Agreement shall be construed according to the laws of the Sctate of
Missouri; provided, however, no vielation hereof shall be deemed 2 breach of contract 1f
occasioned by the Llaws or public policy (as judicially decreed) of the State or local
governing authority of the franchise cerricory,
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23. TIME OF THE ESSEMCE.
t0 ail reports and fees payable to or to be made to Block, time shall be of the

24, PAYMENT TO FRANCHISEE UPON TERMINATION.

In the event of the terminaction of this Agreement for any reason other than saia
Block, Franchisee shall sell, assign and deliver to Block all of the properties ans
assets of Franchisee's business operated hereunder (including, without limitation, a.i
equipment and supplies of such business), and Block shall pay a fair and equitable prize
to Franchisee for Franchisee's business operated hereunder, but no less than the cotal
of the following:

(a) Depreciated book value of all Franchisee's equipment, 1f{ same shall be free of
all liens;

(b) Cost price, including freight-in, less any amounts owed thereon, of al!l
Franchisee's usable supplies on hand;

(c) Eighty percent of the total revenues of Franchisee for the 12 month periad
ending on the April 30 icmediately preceding the date of the purchase (for purposes cf
this Agreement total revenues of Franchisee means the aggregate of Franchisee's gross
tax return preparation fees, subfranchise royslcies and receipts from the performancs
of related services);

(d) All of the Franchisee's normal, recurring, ordinary and reasonable off-season
(May § throuzn December 31) expenses in excess of gross off-season revenues from the May
1 izmediatsly preceding the dats of purchase to the date of purchase (such expenses
including, bdut not liaited to, rents, wages, advertising, etc. but excluding Fran-
chisee's salary, 1if any, and such revenuss including, but not limited to, tax
return preparacion fees, tultion tax achool paymencs, etc.) but only if :hn purchase by
Block is consummatad during such off-season.

Any francaiss =zoyalties due and unpaid to date of purchase shall be deducted fron
the purchase price so determined above. Leases on real and personal property may pa
assumed by 3lock if mutually agreeable between the parties hereto, and {f Block consents
in writing to assume payment of the rent and other li{abfilities thereunder and sava

Franchisee harmless therefronm,.

25. HEINS. SUCCZSSORS AND ASSIGNS.

This instrument shall be binding upon and i1nure to the benefit of the parz:ies
hereto, their successors, assigns, heirs, executors, administracors, and legal represen-
tatives, and Franchisee shall have and hold this franchise in peace and tranquility so
long as each party timely performs and failth.lly observes and complies with all of the
covenants, terms and conditions of this Agreement incumbent on each other.

26. RELEASE OF PRIOR CLAIMS.

By executing this Agreement, Franchisee, .naividually and on behalf of Franch:isee's
heirs, legal representatives, successors and assigns, ind each assignee of tnis
Agreemenc by accepting assignment of cle saze, hereby forever releases and discharges
Block, 1ts officers, directors, employees, agents and servants, including Block's
subsidiary and affiliaced corporacions, their respective officers, directors, employees,
agents and servants, from any and all claiqas relacing to or arising under any francaise
agreement or agreements between the parties and executed prior to August 31, 1973,
{ncluding but not 1limited to any and all claims, whether presently known or unknown,
suspected or unsuspected, arising under the anticrust laws of the United Staces or of

any State.

27. NOTICES.
All notices required hereunder shalil be in writing and shall be deemed sufficreacly
served by mailing, postage prepaid, via certif.cd or registered matl, with respect to
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Franchisee, to the address shown below, and wich respect to Block, to its principal
office, 4410 Main Street, Kansas City, Missouri, or to such other address(es) that may
hereafter be designated by either party to the other, and shall except as otherwise
provided herein be deemed to have been given as of the date so mailed.

28. INVALIDITY OF PART OF AGREEMENT DOES NOT AFFECT REMAINDER.

1f any covenant or other provision herein shall be determined to be invalid,
illegal or incapable of being enforced by reason of any rule or law or public policy,
all other conditions and provisions of this Agreement shall nevertheless remain in fuyll
force and effect and no covenant or provision of this Agreement shall be deemed to
be dependent upon any other unless so expressed herein.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be executed
the day and year first above written.

H & R BLOCX, INC,

(Block) (Franchisee)
2y B,
President
(Address)
By
Secratary

(City, State)
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Lacanen Cade

SATELLITE FRANCHISE AGREEMENT

THIS AGREEMENT 1s made and enterad into this day of 19__. between H&R BLOCK

{ J,INC a corporation { Block ) and

(Name)

( Franchisee ) (Address)

In consideration of the covenants and agreements set forth below Block and Franchisee agree as follows
1 Definitions
As used i this Agreement the following terms shail have the meanings speciied

Addibonal Services means those services other than Related Services that Block has authonzed Franchisee to per
form under the Licenaed Marks by the attachment of an addendum to this Agreement descnbing such Addihonal Services and
the applicabie terms and conditions including payment of royaites

Arbitration Notice means the wnitan notice sent by either party to the other requesting arbitration of a dispute or Breach
Breach means the happening of one or more of the grounds for termination of this Agraement set forth in paragraph 13

Controlled Entity means a corporation or partnership in which Franchisee 18 the benehcial owner of a majonty (over
50°q) of each class of voting secunties (it a corparation} or 18 the controling genaral pastner (if a partnership)

Franchise Terntory means the City of in the County of

Gross Receipts means all amounts received by Francrisee from the preparation of tax returns and performance of
Reiated Services including but nothimited to computer services in connection with the preparation of tax returns and perform
ance of Related Services and all amounts received from the per‘ormance of Additional Services if the addendum regarding any
nCcitional Service does not specificaily provide for the payment of royaihes

Incapacitatea or Incapacity means the inabiiity of Franctisee or aPnncipal according to cempetent medical author ty
to pertorm the duties and obigations under this Agreement for a penod of one year or more as the resuit of iliness or accident

Licensed Marks means the name and Service mark HSRBLOCK and with respect to operatng an incame tax return
preparation service ana performing Related Services the service marks THE INCOME TAXPEOPLE AMERICAS LARGEST
TAXSERVICE EXECUTIVE TAXSERVICE NATION S LARGEST TAX SERVICE and any other name or service mark that
may be adopted by Block or registered by Block under appropriate service marx or rademarx registration laws for use in Such
business and performing such services

Manual means the H&R Block Policy and Procedure Manual as amended by Blockin itg sole discretion from time to tme
Off Season means that portion ot a calenaar year other than the Tax Season

Principal means an individual who 13 an executor or executnix trustee director or partner of a proposed transferee or a
director or partner of a Controiled Entity and who personally assumes ana agrees to be bound by all of the terms of thus Agree
ment n a document satisfactory to Block to the end that Biock may look to such indmdual i addibon to the proposed trans
feree or the Controilled Entity for the proper performance of this Agreement

Related Services means those products or services trat Block has from time to tme in wrnting authonzed Franchisee to
pertorm that deal with the preparaton of nCOme tax returns sucn as vy way of Jdiustration and ~ot'—a*cr ~come tax return
preparation schools and other sumiar products or services directly related to the business of prepanng income tax returns

Renewal Terms means those succesave five year "erms a.ter tha irutial term of tiys Agreement
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Reporting Penod™ means those penods (1) commencing on the first day and sixteenth day of the months of January
through March and on the first cay of the months of May through Oecember and ending, with respect to those periods commenc
ingonJanuary 1 February 1 and March 1 on the hifteenth day of each such month and with respect to all other such penods
onthelastday of each suchmonth and (2) commencingon Apnl 1 and ending on the last day of the Tax Season and commencing
the following day and ending on the last day of Apn

“Tax Season means the penod from the first Monday after January 1 through the last date on which indivdual Federal
income tax raturns for the preceding year may be filed without an extension of ime or incumng any penalty for late fikng

Transfer means any direct or indirect transter (by gift or otherwise) assignment lease or other dispostion of Franch-
see s interast under this Agreement or of the majonty stock ownarship or controling general parmership interestin a Contrellea
Ennty (but does not include a dispos:hon by will or operation of law on the death or incapacity of the franchisee who assigned thus
Agreemaent to a Controlied Entity) to any person estate trust partnership or corporation

2 Grant of Franchise

Block grants to Franchisee exclusively the nght to (i) operate an ncome tax raturn preparahon service (u) perform Re
lated Services and (i) after executng an addendum hereto perform Additonal Services under the Licensed Marks from a
locahon or locatons within the Franciese Terntory

Franchsee may conduct the actvihes permitted or required by this Agreement at such locahon(s) for any person or firm
reskiing outside the Francluse Terntory, or advertise or promote Franchisee s locahon(s) in media onginating within the Fran
chise Terntory and which may axtend beyond the Franciise Terntory No Additonal Services may be offered from any locaton
uniess an agdendum authonzing the performance of Additonal Services 18 attached hereto

Franciisee shall have one year from the date Block first offers to authonze Franchisee to perform any service as an Add:
t onal Serwvice to obtam the night to perform such sarvice as an Addhonal Service under this Agreement by executing the applica
aie addendum for such Addibonal Service If Franchisee aoes not execute the apphcable addendum within such one year
penod then Franchisee shall have no nght to perform such service and Block may or may hcense third parhes to perform such
service (as defined from tme to tme by Block) unaer the Licensed Marks from a location or locatons within the Franchise Tern
tory

3 Manner of Use of Name

Franctusas will operate hus business of prepanng tax returns and parforming Related Services and any authonzed Addi
tonal Services under the Licensed Marks Franchisee acknowledges that the use of any other name or marks in conducting the
busineas of this franchise s prohibited that the Licensed Marks will be usad only in connechon with the business with which they
are associated and i the manner specihed by Block and that Franciisee shall not permit the Licensed Marks or any substan
bally sumsiar style or speling thereof to be used for any other purpose including butnotkmited to the formation of corporatons
partnerships business associahons or any other form of business organizatons without the wniten permission of Block

All uses of the Licansed Marks shall inure to the benetit of Block and Franctusee shall not at any time acguwre any nghts in
the Licensea Marks by virtue of any use thereof Franchusee shail not at any tme dunng the term of this Agreement or thereafter
cnallenge or attack the validity of Block 8 nghts in and to the Licensed Marks Franciusee shall notfy Block within 10 days of the
tme Franchigee becomes aware of any unauthonzed use of the Licensed Marks

4. Term of Agreement.

The inihal term of this Agresment begins on the date hereof and ends five years after such date uniess sooner termnated
by Block as provided m paragraph 13 Unless Franclusee 1s in default hereundesr or under any agreement with or obligation to
Block or any subsidiary or affiiate of Block this Agreement shail be automatcally renewed for successive Renewal Terms
Franchusee may terminate this Agreement effective at the ena of the initial term or any Renewal Term but only upon atleaat 120
days wnitten notice to Block pnor to the end of such term

S initial Deposit.
As partal secunty for Franciusee 8 faithful performance of this Agreement Franciusee deposits with Block the amount of

S {winch s uniess otherwise atated determined as set forth below), the receipt of which 18 acknowiedged by
Block
if Franchise Territory
Population 1s Depositis
Less than 1S 000 $ 600
15 000 to 50 000 800
Over 50 000 1 200

S8
(6/84)
Page 2



Popuiaton shall be determined as of the date of s Agreement from the most recent Standard Rate and Data Service or compa
raoie figures Such deposit shall be heid by Block without interest may be commingled with Block 8 other funds may be applied
by Block to the payment of all unpaid amounts owed 10 1t by Franchigee and to the payment of ail costs and expenses nciuding
attorneys fees, incurred by Block in enforcing this Agreement ang shali be forfeited by Franchisee if Block terminates this

Agreement pursuant to paragraph 13

The parbes expressly acknowledge that the forfeiture or appication by Block of the dsposit or any porton thereof ghat!
notaifect any other nghts or remedies Biock may have atiaw or in aquity and that the forfesture or appication of such deposit shall
not constitute iquidated damages or otherwise it the aamages or other legal or aquitable remeches avalabie to Block hereun
der To the extent not otherwise apphed in accordance with this paragraph the deposit shall be refunded to Franchusee wo years
after the terminahon transfer or other disposihon of thus Agreement prowvided (i) that the deposit shall be retfunded within 90
days after the effective date of a tranafer upon the death of Francmsee and {n) that upon a iransfer to a Controlled Endly the
deposit shall be heid by Biock in accordance with this paragraph in sabsfaction of the obhgatons of such Controlied Entity under
this paragraph and Franchusee shall have no further interest in the deposit

8 Royaities, Reports,

Franciusee shall pay Block royaibes on Franciises s Gross Receipts in each calendar year in the following amounts and at
the nmes specihied

On That Portion of The Early Payment The Standard

Gross Receipts Thatis Royaity Rate Is Royaity Rate s
$S5 000 orless 50% 80%
Over $5 000 30°% 40%

The standard royaity rate apphes i neither the earty payment royaity rate nor the 20% royalty rate descnbed below 18
appiccable The early payment royaity rate appiies if the royaity 1s paid to Block not later than five days after the end of the
Reporting Penod to which the royaity reiates and no amounts payabie to Block under thus Agreement or otherwise are overdue
The royaity rate on the excess Gross Receipts for a calendar year over the average of the Gross Recewts for the two pravious
calendar years 13 20% if pasd to Block not later than five days after the end of the Reportng Penod to which the royaity relates
and 18 not subject to further reduction for early payment

Royaines are due 30 cays after the end of the Reporung Penod to which they relate Franchisee may defer until March 15
of each year the paymant of 33 1/3%, if the stanaard royaity rate appnes or 40% f the early payment royalty rate applies of
each royalty payment due on that porhon of Grass Receipts thatis $5 000 or less (up to an annual maximum deferred amount of
$1 000) The entire deferred amount will be payadie without further aiscount for early payment no later than March 15

Within five aays after the end of each Reporung Penod Francmisee shall submut to Block a copy of every customer receipt
{in the form furmished by Block) and such other reports as may oe required from time to time in the Manual

7 Instruction and Other Assistance

Atts expense Block will (2) advise and instruct Franctusee in the operational aspects of Franciusee 8 business (b) advise
«n the seiection and locaton of an office or offices (c) furmisn intormauon necessary to estaoksh an operating buagel [0) design
‘orms wiuch snall be used by Franchisee in Francrises s business related to the preparaton of tax returns ang advise as to
quanutes needed (e) nibally train Franchisee in the preparanon of tax returns (provided that such training shall take place at
such times and at such places as Block shall ces:gnate) and therearter make training matenal avaiabie to Franchisee ana {f)
‘urnish all specialized forms (such as income tax forms anc Block internal reporting forms) and designated equipment (which
subject to Blacks then current pracbce may include duphcatng equipment and signs but not computer equpment which i1
covered by paragraph 8) as specrfied in the Manual and deemea necessary from bme to tme by Block for Franchisee to effi
ciently operate hereunder (or Franciusee s use in his tax return preparation business Any such designated eguipment or spe
¢ alized forms will be furrushed without charge lo Franchisee excent that Franchisee will be reaponsible for freight charges (as
cetermmed by Block) on all tems other than duplicating equipment and signs  All equipment shall be instalied and (except for
cuplicatng equipment) mantained in good workung order oy Francrisee Block shall furthar supply without charge ail such
other items set forth as items available without cnarge (except tor freight) to Franciisee in the Manual Atits expense Block will
furnish all promotion and advertsing deemed advisaole by it in its sote aiscrenon provided that Franchisee will bear the cost or
any discount granted pursuant to any discount program promoted by Block in wiuch Franciusee partcipates and that Block mits
sole discretion may determne to pay Franchisee an amount cetermined by Block for certhicates redeemed by Franchisee m
connecnon with those programs specified by Block Block has no oougahaon to provide any services Supphes or other items not
saechcally set torth in s Agreement

8 Computer Equipment and Software

8lock may make avaiabie 0 Franciisee at no charge compuler software (ang any enhancements or revisions thereto}
specifically designed for the computenzed preparation of tax returns at such tune as Block in its sole discreton deterrmnes
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Such software shall remain the property of Block and shall be used only n accordance with the specific terms of the sublicense
agreement winch Francinsee will be required to execule to obtan such software Block shall use its best afforts to contnue to
provide and maintan software for any computer equipment that Block has sold under thus paragraph 8 provided that Block shail
not have any obhgaton to continue to provide or mantain software for such equipment if such software 13 nat avallable at a prnice
acceptaoie to Block nor to provide or maintan soitware for any particular type or brand of computer equipment that Slock has
not sold Francivase shall pay all other coats and expenses mcurred in connecton with the use of computers in Franchisee S
business, mciucing the acquaibon of computer and computer related equipment and supplies (other than forms for somput >
1zed preparation of tax returns that may be supplied by Block under paragraph 7) Block may from tme to time ofer ror Saie %
leasa to Franciusee computer and computer related equipment seiectad by it to be compatble with the computer software then
beng provided Block has no abligahon to provide any services supplies or other items relating to computers not specifically sat
forth in ttus Agreement

9 Suppiles.

Block may offer for sale tq Franchisee certain office supplies ‘orms machines equipment and such other items as Bl
determines may be necessary and proper 1o conduct the Franchisee 8 business ~h:ch are not covared in paragraphsg 7 2
above Block wik furmish orcer forms ana pnce schedules for such items and if applicable the computer equipment >ro ¢ od 1
paragraph 8 butif certan tems have not been pnced by the date established by Block for Franchisee 8 placement of orz2r, o*
any items Franchisee desires then the pnce to be charged will be furnished Franchisge atleast 10 days pror to stipmen: and if
such price 18 not agreeable Francivsee may cancel the order tor that item wathin five days after receipt of nobce of such pnce
Franchisee may purchase any items needed irom any source without approval from Block provided the quakty of any suchitem s
at least equal to and the general appearance of it 18 similar to the comparable item being offered by Block in its catalog *
supplies then in effect and nn the hanas of Franclusee Bloc« may charge interest at the maximum rate allowed by law on overdue
accounta for items sold under paragraphs 8 or 9

If all of Franchisee 8 cbigations to Block are current Block will extand credit to Franciusee up to the amount of the deposit
provided in paragraph S for Franchisee s imbal purchasa from Block of supplies and forma not furnished by Block under para
grapn 7 for each Tax Season Payment for such sudpues and fcrms will be due March 10 of the Tax Season for which such
supphes were ordered All other payments for supphes and forms including all amounts in excess of the deposit and ail pay
ments for machnes equipment and other items of a similar nature are due wittun 10 days alter the receipt of such supphes
forms machmes ecqupment or other items or the date of an invoice for payment whichever 1S earher

10 Franchisee's Conduct of Business

Franchisee shall use hia best efforts in operatng the business of this franchise and shall provide chent service it accord
ance with Block 8 high standards including ata mmmum (a) prepanng @ach tax return accurately mn accordance with Federal
state and local laws and checlking sach return thoroughly (b) mantaimng sufficient office space or the number of offices ana
employing sufficient personnel with current tax return preparation traning to accommodate all chents without undue delay and
within any tme commitments made to such clients (C) resoiving chent compiants in a tmely manner {d) payng penalties and
nterest in accordance with any Block guarantee in effect from nme to ime and otherwise complymg with the terms of such
guarantee (@) maintaimng minimum ofhce hours during the Tax Season from9am to8pm weekdays 9am toSpm
Saturdays and subject to local laws and customs ana at the opticn of Franchisee 9am to 5 p m Sundays and (f) mantawing
minmum office hours dunng the Off Season as specihed in the Manual and informing chients of the avadabdity of Off Season
service by providing information signs and a phone referral service or answenng service of device Franchisee shall manage ang
conduct the business in sccordance with the rules and reguiations specified as appiicable to Franchisee m the Manual and
without kimiting the generaiity of the foregoing shall {(a) maintain a neat and orderly office or offices dunng the Tax Season prop
erly denthed with appropnate signs and with adequate space tor conducting the franchise business (b) mantan separate bank
accounts for Franciusee s tax return preparahon business and for each Additonal Service provided by Franchisee i any (c) pay
all operahonal axpensas including, without itation payroll payrofl taxea rent uthihes and lelephone charges and freight
supply and other amounts due Biock in a timely manner and (d) mantain pubhc kabiity nsurance and emmors and cMISSION nsur
ance n the amounts and with the coverage specshed in the Manual Franchusee may not conduct any business or actvties from
the office required to be mamntained under this paragraph or allow any other person to conduct any actvihes from such office
other than those permitted or required by this Agreement or the following activihes or busingsses bemg conducted on the date
hereot which shail not be canducted undar the Licensaed Marks and are not sub
ject to royalties hersunder proviied that Franchisge may subiease such offics duning the Off Season to third parties for the
purpose of conductng actrvbes of the type that there will be no imphcanon that such activities are bang performad under the
Licensed Marks, and provided that nothing heran shall pronibit Francnisee from lsasing or subleasing separately sdentfied office
space not reguired in connecton with Franchisee s business (o thwrd partes for the purpose of conducting any business or
activities not required or permstied under tus Agreement Franchisee shail observe all Faderal state and local laws in Ius busi-
ness and personal aifars shail bmely and properly hie all business and personal tax returns and pay all taxes due and shall nobfy
Block of the inshtution of any legal action aganst Franchisee or Francnuisee s property

11 Books and Records

Franciusee shall mantan for a penod of at least three years full compiete and accurate books and records pertaining to
tax return preparaton Related Services any Additonal Services and for the purpose of determimng comphance with the terms
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of thus Agreement any other busmess of Francnisee inciuding, but not imited to copies of all customer receipts customer tax
returns bank statements full complete and accurate books and records of accounts prepared in accordance with generally
accepted accounting prnciples Franchisee s tax returns and any and all other reports documents and records required to be
filad with any governmental authonty or mantained pursuant to any Federal state orlocallaw All of such books and records shall

be open to mspection by Block dunng Block 8 regular business hours
12 Limitations on Competition and Disclosure

(a) Franchusee covenants that (i) dunng the term hereof he will not compete directly or mdirectly whether as an owner
stockhoider partner officer director or employee with Block or Block franchusees in the business of preparing tax returns or
performing Related Sarvices in or within 45 miles of the Franchise Terntory in the franctuse terntory granted to any other Block
iranctusee or within 45 miles of any office operatea by Block (x) for a penod of one year after the termination of this Agreemant
or the Transfer or other disposition of thus franchise he will not directly or indirectly whether as an owner stockhoider partner
officer director or empioyee sokcit by mail phone or in person or divert from Block or Block franchisees any person for whom
Francihisee prepared a tax return or performed Related Services or Addibonal Services at any bme dunng the term of this Agree-
ment for the purpose of rendenng of services in connection with the preparation of tax returns or performance of Reiated Ser-
vices or Addihional Services and () for a penod of one year after the termination of this Agreement ar the transfer or other
disposition of this franchise he will not compete directly or indirectly whaether as an owner, stockhoider partner ofhcer director
or employee with Block or Block franciusees in the business of prepanng tax returns or performing Related Services or Addi
tional Services in or within 45 mies of the Franchise Ternitory

(b} Franchises further covenants that Franchisee will never (1) divuige to or use for the benefit of any person association
or corporation outside of the H&R Block organizaton any informaton or knowledge concerning customers the methods pro
mounon advertsing or any other systems or methods of operation of Block s business or that of Block s franchisees winch Fran
chisee may have acquired by virtue of his operations under this Agreement (n) use any matenals regarding Addibonal Services
withaut payment of the apphcabie royally therafor ana execution of an addendum regarding such Additonal Services or (i) do
any deitberate act prejucicial or junous to the gooawil or name of Block Information furmshed to employees shail be reasona
iy hmited to that which directly relates to such empioyee s duties and assists in the proper performance of such duties

{c) if Franchusee violates the provisions of suoparagraph (a) of this paragraph 12 Bilock shall be entitied to an accounting
of ravenues ana payment of royaittes pursuant to paragraph 6 or the applicable addendum regarcing Additonal Serwices with
raspect to those revenues i any denved by Francruses from the preparaton of tax returns or performance of Related Services
or Addihonal Services n violaton of such provisions such payments to continue for ane year or the remainder of the mrtial or any
Renewal Term of this Agreement whichaver s longer The parties expressly acknowiedge and agree that such payment shail not
affect any nghts or remedies Block may have atlaw or in equity incluang the nght to seek injunctive rebef) against Franchisee
by reason of the viclation of thus paragraph

(d) Franchisee has carefully read and consicered *he orovisions of subparagraphs (a) and (b) and having done so ac
knowledges that such restnchons including but not imited to the tme penods and geographical areas of such restnctions are
far and reasonable and are reasonabiy required for the protection of the interasts of 8lock its franclusees and ther respective
chents Franchisee further acknowiecges that the quanficatons for a ranciuse by Block are special unique and extraordinary
and that thus Agreement wouid not be entered mnto Dy Block axcept upen conditon that the provisions of this paragrapn 12 be
included heremn and that as such they be enforceadie in the event of a breach by Franchisee by injunctive relief Franchisee
aisclaims any defensa to the enforcement of the provisions of this paragraph 12 founded on any claim by Franchisee against

Block

(e) if any prowision of subparagraph (a) or (b) relasng to tme penods or geographical areas is found by a court of compe
tent junsdiction to exceed the maximum tme penod or geographical area such court deems reasonabie and enforceable the
parnes agree that such court may enforce such provisions for such hme penod and within such geographical area as the court
finds to be reasonable In addihon Block inits sole and absolute aiscretion may uniaterally reduce the scope of any prowision of
subparagraph (a) or (b) relatng to tme penods or geographical areas

() I notwrthstanding the foregoing, any provision of subparagraph (a) or (b) 18 heid to be invahd or unenforceable such
provisions shall be deemad to be separabis and divisibie from the remaining provisions whuch shall contnue to be vaid ana
enforceabls as though the mvabd and unenforceable provision had not been included herein

(g) Franchmsee wili cause each nmdmvidual empioyed to prepare tax returns or to superviae the preparation of tax returns to
axecute an agreement in the form prescnbed bv Block contaning substanhally the same convenants against compettion ana
disciosure as are set forth in subparagraphs (a) and {b)(1)

13 Termunation of Agresment.

The lollowing constitute grounds for termination of this Agreement by Block (a) any matenal and substsntal breach ot
the terms hersof by Franchisee inciuding without rmitation (1) abandonment (n) improper use of the Block name () failure to
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sansfy perlormance standaras estabhshed by Block or specified n paragraph 10 (iv) nonpayment of lranchise royaites (v)
compettion n violation of paragraph 12 (wi) transfers or dispositions in violabon of paragraph 16 (va) falure to satsty the re
qurements of paragraphs 17 or 18 {vin) knowingly maintasmng false books and records or falure to mantan required books and
records or (ix) notificahon by Block of more than hve alleged Breaches of any one or more provisions of this Agreement dunng
any 12 month penod whether or not the same have been cured by Franchisee or (b) other good cause mnciuding without
imitabon (1) fraud (n) Franchisee s failure to pay any Federal gtate or local tax when dus (i) Francinsee s conviction of or
admssion of a violabon of any Federal state or local statute relatng to the conduct of Franchisee s business (iv) Franchisee s
conwichion of any felony or {v) Franchisee 8 bankruptcy or the appointment of a trustee for the benefit of creditors Block shal)
gve Franchisee nohce of an alleged Breach and Franchises shall have 15 days after such notce to cure the alleged Breach
prowvided that no notice or opportumty 0 cure 18 required «f the Breach 1s one that cannot be cured ncluding, without kmitabon
competton in violation of paragraph 12 notficahon of more than five alleged Breaches dunng 12 months or convichon of
admssion of the specified wolanons of law if Franchisee has not cured the alleged Breach within such 15 day penod or if suech
Breach cannot be cured Block may terminate this Agreement by gmng Franchisee notce of such termination prowvided that
Franctisee shall have 15 days after such notice to request arbitration if such Breach I8 artutrable under paragraph 15 Franch-
see acknowiedges that the grounds for termmaton set forth in this paragraph 13 constitute good cause for termmation of this
Agreement and that Block will be matenally and substantally damaged as a result of any such 8reach All of the provisions of this
paragraph 13 mciuding the grounds for terminaton of this Agreement and the nobce and cure penods set forth heren shall be
subject to the provisions af any state law winch 18 detsrmmed to be appicabie to the termmnaton of this Agreement and the
specific provisions of any such state iaw shall apply in heu of those specified in this paragraph but only to the extent required by
any such state law

14 Effect of Termination

If thus Agreement s termnated or upon its transfer or assignment as permutted herewn all nghts of Franciusee shall term
nate and Franchisee shall immediately refran from using by advertsing or otherwise directly or indirectly any of the Licensed
Marks Without imibng the generaity of the foregomng upon any termination of thus Agreement all amounts payabie to Biock or
any of Block 8 subsihanes or affiliates shall immediately become due and payabie and Franciisee shall mmediately return to
Block all supphes and other items provided under paragraph 7 copies of alij customer tax returns and all matenals data and
property of Block including ali computer software provided under paragraph 8 all sets and copses of the Manual and all books
records customer ksts customer names forms fies and computer storage matenals mcluding such information and other
relevant data and shall assign whatever nght ttle or interest Franclisee may have in and to Franchisee 8 business telephone
numbers and telephone and business dwactory kstngs and all leases covenng equipment or real property then used in connec
tion with Franchisee 8 tax return preparation operathons as Block may reguire {and upon Block s consent in wnting to assume
Franchisee s obligabons including payment of rental thereunder) It Franchusee owns the real property then used in connection
with Franchisee 3 tax return preparabon or Addibonal Services operahons for a penod of one year after ternunation of this
Agreement Franchisee shall not lease such premises to any person (other than Block or a transferee approved by Block pursu
ant to paragraph 18) for the purpose of conducting a tax return preparaton business or business engaged in performing Add
tional Services Block shall have the sole nght and pnvilege to use any informabon appeanng on file copies of customer rax
returns in connection with the preparaton of subsequent years tax returns for such customers Franchisaee shall also refrain
from using any words or combinaton of words similar or suggestive of any of the Licensed Marks and any trade names trade
marks slogans designs signs and embiems of Block and shall further withdraw from use and cease to use all furmture
\urmishings adverhsing matter statonery forms or any other articies which display any of the Licensed Marks and trade names
other trademarks Service marks slogans designs signs or emblems of Block Franchisee will also upon any such termmation
refrain from nolding Franchisee out to the pubdhc in any way as affilated or connected with Block and thereafter distnguish
Franchisee s business if any so clearly from that of Block as to avoid all possibility of any confusion by the pubhc

15 Arbitration

Every effort shail be made to settie amicably any dispute between the parbes ansing out of or by raason of this Agree-
ment or the construchon or performance hereof Except as to nonpayment of franchise royaities misuse of the Block name or
convichon or admissaion of a tax related offense wmich are notarbitrable these provisions relatmg to arbitrabon may be apphed at
the request of erther Block or Francissee to any alleged Breach of this Agreement and any other disputes that may anse from
tme to time prowvided that (1) Franchisee may request arbitration only on his own behait and not for or on behaif of any other
franchisee nor may any other franclusee request arbitration for or on behalf of Franchisee and (n) the artxtration of any dispute
must commence within the apphcabie statute of kmitabons for the bnnging of a suit on such cispute it a mutual settiement or
resoluhon of any such dispute or alleged Breach cannot be achieved witiun 30 days after the gmvng of the Arbitration Notice the
dispute or Breach must be submitted for arbitration

The parties shall together appoint a smgle arbitrator within 15 days of the giving of the Artxirabon Nohce If they are unabie to
agree on an arbitrator then the Amencan Arbitration Association or any other orgarszaton mutually acceptable to the parties

shall be requested to appoint the artrtrator The artriration and award shall be 1n accordance with the rulas and regulations then
obtaining of the Amencan Arbitrabon Associaton Time is of the essence in these proceedings and a decision of the arbitrator
shail in all events be rendered wittun 90 days after gng of the Arbitration Nohce Addibonal btme for the decision may be granted
by mutual consent of Block and Franciisee or upon request of tha artitrator but in no casa longer than 90 days after the last day
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16 Assignabiity

Franchisse may natsubfrancnise subucense or ‘ransfer andre.ain avy ntersst{other *han a gona ride security interast)
thus Agreement The prior wnitten approval of Block snall ce required for any Transter other than a iranster to a Controided Ennty
Block will not arbitranly or unreasonably exerc se 'ts right to approve or AISapprove any propcsed Transter and any disapproval
by Slock with respect to a proposed Transfer snall be only for matenal and substantal reasons including without mitaton o
proposed Tranafer n violation of any prowision of ths Agreement

Approval by Block of a Transfer shaiil e subject to and conationed upon the following 1) recempt by Block of a Request to
Transter which request snall nciude the name aadress and pnncipal occLpation or busingss activity of the oroposed transreree
and such other informaton (including financial statements business references and simiar informaton) that Block reasonably
requests for the purpose of approving or disapproving such Transfer (n) payment of all amounts due Block from Franchisee and
the absence of any other default by Franchisee under this Agreement and () the execution by the transteree of the then current
form of Block Sateiite Franchise Agreement and payment of any required deposit !f the proposed transferee 1s an estate trust
corporation or partnersiup then Franchisee shall also furnish to Black the name address and pnncipal occupabon of each exec
utor or executnx trustee officer and director or each partner as the case may be of such estate, trust corporation or partner
snip together with the name address pnnc:pal occupation and ownership interest of each signihcant stockholder (thatis a
hoider of 10% or more of any class of voting secunhes of such corporanon) and the name and address of a Pnncipal and such
other nformaton (including financial statements business references and the hke) that Block reasonably requests for the pur
nose of approving or disapproving such proposed transferee or Principal

Block shall have 30 days from the date that all of the concitions set forth above have been satshed and the Request for
Transfer and all related documents have been racewved at Block s pninc pal office in Kansas City Migsoun to approve or disap
prove such proposed transferee and If appiicable the Pnncipal thereof prowvided that without imiting Block 8 nghts to approve
or cisapprove such proposed transferee or Principal the proposed transferee or Prmcipal must demongtrate to the satusfacton
of Block that ne meets ail of the requirements ‘or becoming a ‘rancrisee including but not imited to possessing good moral
character adequate inancial resources and the abiity to operate 'ne ousiness of the franchige in accordance with Block s high
standards if Block approves the proposed transferee and Pnncipal the Transier shall become effactive upon the wntten ap
proval of Block If Block cisapproves the proposed transferee or Pnncipal it shall give Franchisee wnitten notice settng forth the
reason or reasons for such disapproval within the above 30 day geriod In the event of such disapproval Franchusee may re
quest arbitration or one tme only submit an alternate Request for Transter to Block within 30 days after the gving of notice of
such ¢isapproval subject to all of the foregoing conaions witn resgect to the inthal Request for Transfer

An agsignment of this Agreement to a Ccntroliea Entity snail not be suoject to the requirements on Transfer set fortn
above However Block shall be notfied in wnting at the time of such assignment or the name of the Controlled Ennty the etective
date of such assignment and the name and aadress of each officer cirector and s.gnificant shareholder(s) (as defined above) ita
corporaton and of each general partner if a partnersnio ana snhail thereafter be nonfiad In wnting from tme to time of any
cnanges in the informaton requred In the event of an assignment of this Agreement to a Controlled Endbty Francrusee shail

eman haoie for the prompt and faithful pertormance ot all terms ccavenants and condibons of this Agreement until a Pnncipal 1S
appointed and approved by Block or unhl a Transrer occurs

Franchisee 8 interest under this Agreement may pe mortgaged or pledged without Block s approval prowded that no

Transter of Franchisee s interest on the foreciosure of Such mortgage or pleage shall be effective unul all of the requirements set

2rth.n thig paragraph 16 have been satsfied No such mortgage or sledge shall imut Block 8 night to terminate this Agreemant in
iccsrdance with its tarms

17 Change of Principals

it Franchisee 1a a Controlled Entty for winch no Principal nas been apponted and approved by Block and the pnor Franchu
~c@ 1128 Or s Incapacitated or if Franchisee 13 an entity that i3 required by paragraph 18 to have a Pnncipal and such Principal
2 =s or18 Incapacitated then in aither case Franchisee shall nonly Block in wntng within 60 days after the occurrence of such
2vent of the name and address and such other informaton (incluaing hinancial statements business references and simdar ntor
maton) that Block reasonably requests regarding a new Princ pal Block shall have 30 days after recempt of such notice to ap
orave such Pr ncipal (and may request further mformation) ~nich appravai will not be unreasonably withheld Any cisapproval by
2 wcx wul be evidencea by a written notice setting forth the reason or reasons tor such disapproval given withun the above 30
way 20r0d Inthe event of disapproval Franchisee may propose the name of an aiternahve Pnncipal within 30 days after notice
of disapproval subject to all of the foregong conaibons with respect to the iihal notihcabon of a proposed Princ pal or may
equest artitratron within such tima penod |If Block doas not aisapprove such Pnncipal such Pnncipal shall execute the docu
mant required to become a Principal and shall promplty forwara it to Block If such Pnincipal fails or refuses to promptly execute
- -C1 document or if no Pnncipal 18 approved by Block as provided Block shall have the nght to ternunate this Agreement
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18. Death or incapacity

It Franciusee 13 an ndvidual and dies or 18 incapacitated Block shall be entitied to receve mformaton from Franchisee or
Ius lagal representative as to what actons are bemng taken to prevent or mimimize the mterruption of the service required or to be
rendered hereunder and shall be enttled butnotrequired to render whatever assistance 18 requested Block shall be enntied to
resmbursement from Franclusee or Franchisee s astate for any reasonable expenditures thus incurred if other than normal ser
vices prowded in paragraph 7 Such desth or incapacsty shall not of itseif be grounds for terrinabon of this Agreement Within
180 days after such death or Incapacity Franciusee or his legal representative shall commence acton to assign tius Agreement
in accordance with paragraph 18 If such action 18 not commenced or such assignment 18 not compieted within one year after
such death or Incapacity (provided that any penod of tme dunng which an 1ssue relative to a disapproval of any assignment 1s in
arbitration shall not be inciuded in determining whether such hme imit has exprred) Block shall have the nght o terminate tivs
Agreement

19 Indemnification

Dunng and after the term of this Agreement Franchisee will indemnify and hoid harmiess Block from and against any and
allloss damage, liabiity, expense (including reasonable attorneys fees) and cost of any kind or nature not occasioned by the
fault or neglect of Block ansing out of or in connection with the franchise granted by thes Agreement or the breach of this Agree-
ment by Franchisee

20 Choice of Remedies.

Block 8 remedies under this Agreement shall be cumulative and non exclusive and the choice of any remedy available at
law or in equity shall not preclude Block from pursuing any other such remedy avadable to it

21 Parties Not Joint Venturers

The parhes hereto are not and shall not ba construed as joint venturers partners agents ar employees of each other and
neither party shall have any power to bind or obligate the other and neither party shail be hable to any person whomsoever for
any debts mncurred by the other The sole nghts and obiigations of the partes ars as set forth n this Agreement

22 Non-Waiver of Breach

The failure of either party hereto to enforce at any ttme or for any penod of ime any one or more of the terms or conditions
of this Agreement shall not be desmed a wasver of such terms or condibons or of either party 8 nghts thereatter to enforce each
and every term and condition of this Agreement

23 Cancellation of Prior Understandings, Amendments

This Agreement expresses fully the understanaing by and between the parhes hereto and all pnor understandings or
commitments of any kind oral or written as to this franchise and any matter covered by this Agreement are hereby superseded
and cancelied with no further habiibes or obligatons of the parties with respect thereto except as to any momes due and unpad
between the parties to this Agraement at the tme of the execution of thus Agreement This Agreement may be amended onlyina
~nhng signed by both of the parties hereto

24 Sumval

The provisions of paragraphs 12 14 19 and such other prowisions of this Agreement which by ther terms extend beyond
the term of thus Agreement shall survive any termmnation of this Agreement in accordance with their terms

25 Apphicable Law; Partial Invalidity

The partes acknowiedge and agree that this Agreement shall be subject to and construed by the laws of the State ot
Missoun uniess any nile of law or pubhic pokcy of the state in which the Franchise Terntory 18 located requires that all or a specitic
provision hereof be governed by the laws of such state If any convenant or other provision here:n shall be determined to be
invahd iiegal or ncapable of beng enforced by reason of any rule or law or public pobcy all other condibons and provisions of
this Agreement shail nevertheless reman in full force and effect and no covenant or provision of ths Agreement shail be deemed
to be dependent upon any other uniess 30 expressed heremn

26. Time of the Essencs.

As to all reports and fees payabie to or to be made to Block tme shall be of the sssence
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27. Heirs, Successors and Assigns.

Except as hmited by paragraph 18 and related provisions herein this instrument shall be binding upon and inure to the
benefit of the respective successors assigns heirs executors admimstrators and legel representatves of the partes hereto

28. Notices.

All notces required hareunder shall be n writing and shall be deemed sufficiently served by maling postage prepaid via
certihed or regustered mail, with respect to Franchisee to the asdress shown below and with respect to Block to its prncipal
office 4410 Main Street Kansas City Missoun or to such other address(eg) that may hereafter be designated by either party to
the other and shall except as otherwise provided heren be deemed to have been given as of the date so maied

29 Binding Effect

Tius Agreement shall not be bindng on erther Block or Franchisee unless and until thus Agreement has been executad by
Franchisee and an executve officer of Block (thatis the Presxient Executive Vice President or any Vice President of Block)

and attested to by its Secretary or Assistant Secretary
In Witneas Whaereol, the parties hereto have executed this Agreement the date first above wniten

{Franchisee)
HaR Block ( ) Inc
{Block)
By
(Name and Office) (Address)
By
Assistant Secretary (City State)
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MAJOR FRANCHISE
ELECTRONIC FILING AGREEMENT

THIS AGREEMENT is entered into as of the day of
, 1991, by and between H & R Block, Inc., a
Missourl corporation ("Block”) and

{"Franchisee").

WHEREAS, Block and Franchisee are parties to a Major
Franchise Agreement dated , 19 » by which
Block granted Franchisee the right to engage in the business of
preparing tax returns and performing "Related Services" under
Block's names and service marks 1in _ ’
and Block and Franchisee are also parties to other Major Franchise
Agreements of various dates by which Block granted Franchisee the
right to engage in the business of preparing tax returns and per-
forming related services under Block's names and service marks in
other franchise terraitories i1n the United States (all of which
Major Franchise Agreements may be referred to collectively as the
"Major Franchise Agreement" or may be referred to separately as
"each separate Major Franchise Agreement," as the context
requires); and

WHEREAS, Block, 1in cooperation with CompuServe Incorpo-
rated ("CompuServe"), has developed a system ("Block's System")
by which Franchisee may provide to Franchisee's customers services
(Jjointly referred to herein as the "Electronic Filing Service")
consisting of (1) the electronic filing of income tax return in-
formation with the Internal Revenue Service ("IRS"); (2) the di-
rect deposit by the IRS of a customer's income tax refund 1into
his or her bank account; and (3) the "RAL Service," which in-
cludes the electronic <transmission to a lending instatution
("Bank") designated by Block of income tax return information and
other information necessary for a customer to apply to Bank for a
refund anticipation loan ("RAL"), the electronic transmission of
the approval or rejection of the RAL application from Bank to
Block or Franchisee, the 1i1ssuance of an RAL disbursement check to
an approved applicant ("RAL Customer") and the deposit by the IRS
of such RAL Customer's income tax refund into th2 RAL Customer's
designated account at Bank; and

WHEREAS, Franchisee desires to offer the Electronic
Firling Service to those of Franchisee's customers who desire and
are eligible for such Service, makxing use of Block's System to do
so, and Block 1s willing to permit Franchisee to offer the Elec-
tronic Filing Service under the terms and conditions hereafter
contained;



NOW, THEREFORE, 1n consideration of the premises and
the mutual covenants and agreements set forth herein, the parties

agree as follows:

1, Use Of System. Subject to the terms and conditions
set forth below, and the terms and conditions of the Major Fran-
chise Agreement, Block agrees to permit Franchisee to use Block's
System during the term of this Agreement to provide an H & R Block
service for Franchisee's customers consisting of the Electronic
Filing Service in the franchise territories defined in each sepa-
rate Major Franchise Agreement.

Block may from time to time announce that new services
are available to Franchisee to be added to the services compris-
ing the Electronic Filing Service hereunder. In such event, Fran-
chisee may add such new services 1in accordance with procedures

specified by Block.

2. Notice Requirement. Upon request by Block and in
accordance with procedures and deadlines established by Block,
Franchisee agrees to notify Block in writing of the addresses of
all locations in such franchise territories within such IRS dis-
tricts at which Franchisee or any "Participating Subfranchisee,"”
as such term i1s defined in Section 11 of this Agreement, will
access microcomputers to Block's System and enter on such micro-
computers during 1992 tax return data of customers of the Elec-
tronic Filing Service. Franchisee shall not access microcomputers
to Block's System or transmit tax return data of customers of the
Electronic Filing Service during 1992 from any location not listed
in such written notice without the prior written consent of Block.

3. Conditions Precedent. Block and Franchisee agree
that thais Agreement, and their respective rights and obligations
hereunder, are expressly conditioned upon (a) Block's System’'s
successfully meeting the testing requirements set forth ain IRS
Revenue Procedures or other IRS announcements or publications
containing the obligations of participants in the electronic fil-
ing program and the specifications for the electronic filing of
individual income tax returns for tax year 1991 (the "Specifica-
tions"), 1including the submission of a successful test transmis-
sion; (b) Block's being accepted by the IRS to participate i1n the
1992 program for electronic filing of income tax returns; (c)
Franchisee's being accepted by the IRS to participate in the 1992
program for electronic filing of income tax returns, 1f such ac-
ceptance is required by the IRS; and (d) Franchisee's timely sub-
mission of a test transmission using Block's System that is satis-
factory to Block and, 1f required, to the IRS.

4, Term. Unless terminated earlier as hereinafter
provided, the term of this Agreement shall commence on the date
this Agreement is executed and shall end on August 31, 1992, pro-
vided that Block's System may be used by Franchisee to provide to
Franchisee's customers each separate service comprising the Elec-
tronic Filing Service only during that portion of such term in
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which Block's System is made available by Block for use at Block's
Company-owned offices to provide such service to Block's custom-
ers. Block shall announce in The Block Connection or any other
written communication mailed to participating franchise owners
any dates established by Block as the first date or last date
durang such term that a particular service may be provided by
Franchisee to Franchisee's customers through the use of Block's
System. Any such announcement shall not constitute a "notice"
required or given under this Agreement and need not meet the no-
tice requirements set forth in Section 25 herein.

5. Integration with Franchise Agreement. The parties
hereto agree that the Electronic Filing Service constitutes a
"Related Service," as such term is defined in the Major Franchise
Agreement, and that all provisions 1n each separate Major Fran-
chise Agreement under which the Electronic Filing Service is con-
ducted which pertain to Related Services shall pertain to the

Electronic Filing Service.

6. Licensed Marks; Advertising. The parties hereto
agree that the phrase "Rapid Refund” 1s a trademark established
by Block under the terms of Paragraph 1 of the Major Franchise
Agreement, and this trademark and any name or logotype used by
Block in connection with the electronic filing of tax return in-
formation shall constitute a "Licensed Mark," as such term 1s de-
fined in the Major Franchise Agreement. Franchisee agrees to use
the name or names and/or logotype or logotypes selected by Block
for use by Block and Franchisee in describing or marketing the
Electronic Filing Service, and Franchisee agrees not to use any
other name or logotype in connection with the Electronic Filing
Service without the express written consent of Block. Franchisee
shall not publish or release any communication relating to the
Electronic Filing Service (a) inferring a special relationship
between (1) the IRS, the Financial Management Service and/or the
Department of the Treasury and (11) Franchisee, Block, CompuServe,
Bank and/or any other person or entity, or (b) inferring endorse-
ment of the Electronic Filing Service, Block's services, Franchi-
see's services, Bank's services or Block's System by the IRS, the
Financial Management Service or the Department of the Treasury.
All communications relating to the Electronic Filing Service
shall comply with the Specifications and any other rules, regula-
tions or restrictions issued by the IRS.

7. Copies of Software and User's Guide. To enable
Franchisee to use Block's System, Block shall deliver to Franchi-
see at Franchisee's expense (after order by Franchisee through
Block's Supply Department) copies of the software developed as a
part of Block's System for use with microcomputers in entering
and correcting income tax return information, direct deposit in-
formation and any RAL application information (which information
will hereafter be jointly referred to as "Customer Data”) and
transmitting such Customer Data to CompuServe. Block shall also
deliver to Franchisee at Franchisee's expense (after order by
Franchisee through Block's Supply Department) copies of a user's
guide to such software.




8. Training and Support Provided by Block. Block
shall provide Franchisee wil. such training in the use and opera-
tion of Block's System as is determined by Block to be necessary.
Any such training shall be provided by Block to no more than two
representatives of Franchisee and shall be held on such dates, at
such times, and at such locations as are designated by Block.
Subject to the provisions of Section 9, below, Block shall provide
Franchisee with secondary technical and software support by tele-
phone to designated representatives of Franchisee and such on-site
support, if any, as is determined by Block to be necessary.

9. Items To Be Furnished And Expense To Be Borne By
Franchisee. At Franchisee's own expense, Franchisee will furnish,
install and operate the microcomputers, modems and printers
("hardware"”) necessary for Franchisee to enter Customer Data of
customers of the Electronic Filing Service and to transmit such
Customer Data to CompuServe and to receive and print communica-
tions from Block or CompuServe concerning such Customer Data.
Such hardware must either meet the exact hardware configurations
specified by Block for use with Block's System (which exact hard-
ware configurations shall include, but not be limited to, brand
names, types, models and storage capacity) or be hardware compati-
ble thereto with which Block's System and its software will oper-
ate, provided that Block's obligation to provide technical and
software support services pursuant to Section 8, above, and this
Section 9, 1s conditioned upon Franchisee's hardware meeting the
exact configurations specified by Block. Hardware meeting such
exact configurations may be purchased by Franchisee through
Block's Supply Department 1in accordance with such procedures and
deadlines as may be established by Block. If the price of the
hardware has not been determined at the time an order for such
hardware 1s placed, Block will advise Franchisee of the price as
soon thereafter as the price can be determined and at least 10
days prior to shipment, and 1f such price 1s not acceptable to
Franchisee, Franchisee may cancel the order within five days after
Franchisee has been advised of the price. If the hardware 1is
purchased through Block's Supply Department, Franchisee will be
responsible for freight charges (as determined by Block) not paid
by the supplier. Block will invoice Franchisee for the hardware
and any freight charges and payment of such invoice will be due
30 days after the date of invoace.

Except as provided in Section 8, above, Franchisee shall
provide all training to Franchisee's employees and Participating
Subfranchisees concerning the Electronic Filing Service and the
use and operation of Block's System. Franchisee shall provide
primary technical and software support to Franchisee's employees
and Participating Subfranchisees through Franchisee's representa-
tives trained by Block in the use and operation of Block's System
pursuant to Section 8, above. If additional support is required,
such representatives of Franchisee (or their replacements desig-
nated by PFranchisee to Block in writing) may contact Block by
telephone for such additional support.



In addition to the expense of furnishing, installing and
operating the hardware mentioned above, Franchisee shall pay all
expense relating to the Electronic Filing Service other than any
expense for which Block is expressly obligated under the terms of
this Agreement or the Major Franchise Agreement. The expense to
be paid by Franchisee includes, but 1s not limited to, wages and
commissions paid to Franchisee's employees; Block's charges for
each copy of Block's System software and each copy of the user's
guide delivered by Block to Franchisee pursuant to Section 7 (in-
cluding any shipping charges relating thereto); the expense in-
curred by Franchisee's personnel to attend training sessions con-
cerning Block's System; the expense incurred by Franchisee in the
training of Franchisee's employees and Participating Subfranchi-
sees concerning Block's System and the Electronic Filing Service;
and the expense incurred by Franchisee in the provision of praimary
technical and software support to Franchisee's employees and Par-
ticipating Subfranchisees.

10. Grant Of License. Block hereby grants Franchisee a
revocable license to use the software, user's guide to the soft-
ware, and any training materials developed in connection with
Block's System for the sole purpose of conducting the Electronic
Filing Service, subject to the limitations and restrictions herein

set forth.

11. Restrictions On Use Of Licensed Materials. Fran-
chisee agrees that the license granted by Block to Franchisee
herein entitles Franchisee to use the licensed materials, and
Franchisee agrees to use such materials, only to operate the Elec-
tronic Filing Service, and Franchisee further agrees that, unless
expressly authorized herein to do so, Franchisee

a. Will not, without the prior wraitten approval of
Block, copy or otherwise reproduce, modify, sell or exchange
such materials, or transmit (by telephone lines or other
wise), give away, or disclose such materials to any other
person or firm, or permit any other person or firm to do so;

b. Will not license or permit any other person or
firm to use such materials;

C. Will not, without the prior written approval
of Block, contract with any person or firm engaged ain the
conduct of a commercial tax return preparation service to
provide a transmission service for such person or firm, and
will not use the materials furnished by Block for the benefit
of or to assist such person or firm in the conduct of such
commercial tax return preparation servaice.

Franchisee further agrees to return to Block all copies
of the licensed materials at the termination of this Agreement 1f
Block requests such return, and, 1f Block asks Franchisee to do
so, Franchisee agrees to execute a certificate, in a form required
by Block, that no copies have been retained.



Franchisee also agrees not to disclose to any other per-
son or firm any of the trade secrets or proprietary information
incorporated in Block's System or disclosed by Block to Franchisee
in connection with training and support furnished by Block pursu-
ant to the terms of this Agreement, except to Franchisee's employ-
ees whose services are necessary to operate and use Block's System
properly and except to Participating Subfranchisees as hereafter

provided.

Franchisee has read and considered the foregoing re-
strictions carefully and acknowledges that such restrictions are
fair and reasonable and are reasonably required for the protection
of the interests of Block. Franchisee further acknowledges that
this Agreement would not be entered into by Block except upon the
condition that such restrictions be included herein and that they
be enforceable, in the event of a breach by Franchisee, by injunc-

tive relief.

Nothing in this Section 11 shall be construed to pre-
clude Franchisee from disclosing the trade secrets disclosed by
Block to Franchisee, or from giving copies of the the software,
user's guide and training materials delivered by Block to Franchi-
see for that purpose, to any person or firm to whom or which Fran-
chisee has granted a subfranchise to conduct a tax return prepara-
tion service under Block's names and service marks, as authorized
by the provisions of the Major Franchise Agreement, if such sub-
franchisee plans to operate a service saimilar to Franchisee's
Electronic Filing Service using Block's System as a "Related Ser-
vice" to the tax return preparation service operated by such sub-
franchisee under the terms of such subfranchise agreement. Fran-
chisee agrees to disclose the identity of each such subfranchisee
to Block. Franchisee further agrees to require each subfranchisee
to whom or which Franchisee makes any disclosure authorized herein
to enter into a written sublicense agreement waith Franchisee con-
taining the same basic provisions as this Agreement, or another
form of agreement satisfactory to Block, before allowing such sub-
franchisee to use or have available for his use any proprietary
information about Block's System. The sublicense agreement shall
include the basic provisions of this Agreement that would be rele-
vant to such subfranchisee including, without limitation, the pro-
visions of Section 6 regarding the use of the names and logotypes
selected by Block for use 1n connection with the service to be
conducted by such subfranchisee and the further provisions of
such Section governing the advertising of such service and the
provisions of this Section 11 concerning restraictions on the use
of the licensed materials and the disclosure of proprietary infor-
mation. Franchisee agrees to supply a copy of such written agree-
ment to Block 1f Block requests such copy. An eligible subfran-
chisee who will conduct an electronic filing service pursuant to
a written agreement with Franchisee meeting the requirements of
this Section 11, and whose identity has been disclosed by Fran-
chisee to Block, shall be referred to as a "Participating Sub-
franchisee" throughout this Agreement.



12. Fees. In consideration of the revocable license
granted by Block to Franchisee hereunder, the services to be pro-
vided to Franchisee by Block hereunder, the right of access of
Franchisee's microcomputers to Block's System, and the electronic
transmission of Customer Data of Franchisee's customers to the
IRS and Bank, Franchisee agrees to pay a fee of $2.25 for each
tax return successfully transmitted for a customer of Franchisee
or a customer of a Participating Subfranchisee, as evidenced by
an acknowledgement by the IRS of acceptance of such return for
filing. All such fees.shall be paid to Block or to such other
person or firm as Block shall hereafter direct and shall be paid
at the same times that royalties on Franchisee's gross receipts
from the Electronic Filing Service are payable, as specified in
Section 13, below. The fee specified in this Section is indepen-
dent of and in addition to the franchise royalties which are due
pursuant to Section 13 of this Agreement and the provisions of
the Major Franchise Agreement. The fee set forth in this Section
is exclusive of sales tax, use tax, or any similar tax imposed by
any unit of government. In the event that any such tax is aimposed
upon such fee, Franchisee agrees to pay such tax.

13. Royalties. The parties agree that the Electronic
Filing Service to be conducted by Franchisee hereunder 1s a
"Related Service" as that term is defined in the Major Franchise
Agreement, and that all of Franchisee's gross receipts from the
Electronic Filing Service, including all gross receipts described
below from subfranchisees who are permitted to operate an elec-
tronic filing service, whether or not conducted using Block's
System, shall be subject to royalties payable by Franchisee to
Block at the times and at the royalty rate specified in the ap-
plicable, separate Major Franchise Agreement.

The gross receipts of subfranchisees who are permitted
to operate an electronic filing service that are includable in
Franchisee's gross receipts which are subject to royalties payable
to Block shall 1include all gross receipts of subfranchisees in
connection with the operation by such subfranchisees of an elec-
tronic filing sexvice, regardless of how such sums may be charac-
terized and regardless of whether or not such subfranchisees con-
duct such service using Block's System, including but not limited
to

a. gross receipts of such subfranchisees from the
preparation of tax returns that are filed electronically, as
covered by the Major Franchise Agreement;

b. gross receipts of such subfranchisees from the
electronic filing of tax returns; and

C. any payments made by Participating Subfranchi-
sees to Franchisee for the right to use Block's System. If
such payments are limited to reimbursement of Franchisee for
the exact amount of payments made by Franchisee to Block on
behalf of such Participating Subfranchisees of the fees re-
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quired by Section 12, above, in connection with the electron-
1c filing of tax returns of customers of such Participating
Subfranchisees, such payments need not be included in Fran-
chisee's receipts, but any payments made by such Participat-
ing Subfranchisees to Franchisee that are in excess of the
exact amounts of such payments made by Franchisee on behalf
of such Participating Subfranchisees shall be included in

Franchisee's gross receipts.

d. If, instead of entering Customer Data in his
own computer, arranging such Data in the format required by
the IRS and Bank, and transmitting such Data directly to
CompuServe by using copies of the software supplied to him
by Franchisee pursuant to Section 11, above, a Participating
Subfranchisee delivers such Customer Data to Franchisee and
Franchisee enters such Data i1n Franchisee's computer, ar-
ranges such Data in the format required by the IRS and Bank
and transmits such Data to CompuServe on behalf of the Par-
ticipating Subfranchisee, and the Participating Subfranchisee
pays Franchisee a fee or service charge for providing such
service to cover Franchisee's cost of providing such service,
Franchisee may exclude from his gross receipts the amount of
such fee or service charge up to a maximum of $3.25 per tax
return transmitted on behalf of the Participating Subfranchi-
see. However, 1f such fee or service charge exceeds $3.25
per tax return transmitted, the excess shall be included 1in
Franchisee's gross receipts and be subject to the payment of
royalties in accordance with the terms of the Major Franchise

Agreement.

Franchisee acknowledges and agrees that the Major
Franchise Agreement obligates Franchisee to report and pay
franchise royalties on all of his gross receipts, and on the
gross receipts of his satellite franchisees, from the prepa-
ration of tax returns and the performance of Related Ser-
vices, and that, in the absence of an applicable exception,
he is not entitled to deduct from such gross receipts the
expense incurred in generating such gross receipts. Francha-
see further agrees that Block 1s permitting Franchise to ex-
clude the fees or service charges received from Participating
Subfranchisees, up to a maximum of $3.25 per tax return
transmitted, solely in order to enable Franchisee's Partici-
pating Subfranchisees to offer to such Participating Subfran-
chisee's customers the Electronic Filing Service, and that
Block's permitting such deduction 1s not intended to and will
not set a precedent which would obligate Block in the future
either to pay on behalf of Franchisee any of Franchisee's
operating expenses or to permit Franchisee to deduct expenses
of operation from Franchisee's gross receipts on which fran-
chise royalties are paid.

It 1s expressly understood and agreed that the gross
receipts from the Electronic Filing Service to be operated by
Franchisee and from similar services operated by any subfranchi-



sees who are permitted to operate such a service are in addition
to, and not in lieu of, the gross receipts derived by Franchisee
and such subfranchisees from the preparation of the tax returns
that are filed electronically, and that, except as specifically
provided in this Section 13, the total of all such receipts shall
be included in the gross receipts of Franchisee and Franchisee's
subfranchisees for the purpose of calculating franchise rovalties
payable by Franchisee to Block under the applicable, separate
Major Franchise Agreement.

14. Reports. Within the time period after the end of
each reporting period in which Franchisee, by the terms of each
separate Major Franchise Agreement, is required to submit to
Block reports of Franchisee's gross receipts from the preparation
of income tax returns and the performance of Related Services for
such reporting period, Franchisee shall also submit to Block such
reports as may be required by Block in connection with the Elec-
tronic Filing Service. Franchisee shall keep books and records
relating to the Electronic Filing Service which are separate and
distinct from books and records pertaining to tax return prepara-
tion, other Related Services, and any additional services offered
to the public by Franchisee, and such books and records shall be
open to inspection by Block during regular business hours.

15. Franchisee's Conduct of Business. Except for
the formatting of Customer Data transmitted to CompuServe by Fran-
chisee and CompuServe's transmission of such formatted Customer
Data to the IRS and Bank, the operation of the Electronic Filing
Service shall be solely the responsibiltiy of Franchisee. Fran-
chisee agrees to conduct the Electronic Filing Service in full
compliance with (a) all provisions of this Agreement and the
Major Franchise Agreement; (b) the Specifications and any other
rules or regulations published by the IRS relating to the elec-
tronic filing of tax returns, the direct deposit of income tax
refunds and RALs; (c) any other applicable laws, rules or regula-
tions of any federal, state or local governmental body; and (d)
the procedures, guidelines and restrictions adopted by Block for
the conduct of the Electronic Filing Service and the use of

Block's System.

16. RAL Service. Franchisee agrees to comply with any
obligations or restrictions imposed upon Block pursuant to the
terms of any agreement pertaining to the RAL Service to which
Block and Bank are parties (the "Bank Agreement”), except to the
extent otherwise expressly provided in such Bank Agreement or in
the procedures, guidelines and restrictions adopted by Block for
the conduct of the Electronic Filing Service. Franchisee's obli-
gation with respect to the RAL Service includes, but is not lim-
1ted to, compliance with all provisions found in the Bank Agree-
ment, Specifications, laws, procedures, guidelines and restric-
tions that relate to Franchisee's care, custody, handling, 1ssu-
ance and/or delivery of RAL disbursement checks and the process-
ing, under appropriate circumstances, of stop payment orders re-
lating to RAL disbursement checks. Upon termination of the Bank




Agreement, Franchisee's RAL Service shall terminate unless Block
contracts with another Bank to provide RALs to Franchisee's RAL
Customers in connection with the RAL Servaice.

Franchisee agrees to pay any RAL processing fee or
other fee imposed by Bank upon Block or Franchisee for the ser-
vices of Bank in processing an RAL application and/or providing a
Refund Anticipation Loan to an RAL Customer of Franchisee. Fran-
chisee shall pay any such fee in such manner, at such times and
to such person or firm as Block shall hereafter direct. In no
event shall any fee paid by Franchisee pursuant to this Section
16 with respect to any customer of Franchisee's RAL Service exceed
the fee which Block would be required to pay to Bank pursuant to
the Bank Agreement if such customer were a customer of Block's

RAL Service.

17. Exclusivity. The Electronic Filing Service shall
be the only electronic tax return filing service, direct deposit
service and RAL Service offered by Franchisee, and Franchisee
shall use no system other than Block's System and no lending in-
stitution other than Bank in the conduct of the Electronic Filing
Service. However, notwithstanding the foregoing prohibaition,
Franchisee may test other programs during the term of this Agree-
ment, for pilot study purposes only, provided that Franchisee
obtains Block's written permission 1in advance of any such test
(which permission shall not be unreasonably withheld) and provided
also that no such test shall include an actual transmission of
tax return data to the IRS. Franchisee shall obtain from each
Participating Subfranchisee an agreement that such Participating
Subfranchisee shall use no system other than Block's System and
no lending institution other than Bank in the conduct of the
electronic filing service to be operated by such Participating

Subfranchisee.

18. Dasclaimer of Warranties. Block makes no represen-
tation or warranty as to the reliability or fitness of Block's
System or as to the success or profitability to Franchisee of the
Electronic Filing Service to be conducted hereunder by Franchisee,
or that in the future the electronic filing of tax returns, the
direct deposit of income tax refunds or refund anticipation loans
will be permitted by the IRS or that Block will continue to offer
1ts System for such services. BLOCK DISCLAIMS ALL WARRANTIES,
WHETHER EXPRESS OR IMPLIED, WITH RESPECT TO BLOCK'S SYSTEM AND

THE ELECTRONIC FILING SERVICE.

Notwithstanding the foregoing, i1f (a) this Agreement
terminates by reason of the expiration of the term specified in
Section 4 herein and not due to any other reason specified 1in
Section 21 herein, (b) the IRS permits the electronic filing of
1992 tax returns an 1993, and (c) Block offers the electronic fil-
ing of 1992 tax returns to its customers ain 1993, Block agrees to
use 1ts best efforts to continue to offer to Franchisee during
the 1993 tax-filing season the availability of Block's System,
as modified for the transmission of tax year 1992 tax returns,
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for use with the hardware meeting the exact configurations speci-
fied by Block pursuant to Section 9 herein, provided that, after
the date of this Agreement, no agreement between Block and Fran-
chisee pertaining to the Electronic Filing Service and Franchi-
see's use of Block's System terminates for any reason other than
the expiration of the term set forth therein.

19. Limitation of Block's and CompuServe's Liabilaty;
Indemnification. Neither Block nor CompuServe shall be liable to
Franchisee or to any other party for any loss, damage or expense
arising out of or resulting from the nonoccurrence of the condi-
tions precedent set forth in Section 3; the performance or nonper-
formance of Block's System or any delay in performance of such
System; any failure of CompuSexve to perform its obligation in
connection with any transmission of data; any failure of Bank,
for whom Franchisee acknowledges Block is not an agent, to per-
form 1its obligations in connection with the RAL Service; Franchi-
see's use of Block's System; or Franchisee's operation of the
Electronic Filing Service. However, Block shall use its best
efforts to be diligent and efficient and use its best efforts to
accomplish such procedures set forth in Section 3 and for the
performance of Block's System.

Franchisee shall bear all responsibility for the accu-
racy and timeliness of the Customer Data transmitted by Franchi-
see to CompuServe for further transmission to the IRS or Bank, as
the case may be. Franchisee shall assume sole responsibility and
liabilaty for, and shall indemnify Block, CompuServe and Bank
against, and shall hold them harmless from, any loss, cost, dam-
age or expense (including, without 1limitation, the payment of
penalties or interest pursuant to (1) the H & R Block guarantee
described i1n the H & R Block Policy and Procedure Manual, or (1i1)
the requirements of the IRS in connection with the electronic fil-
ing of individual income tax returns) arising out of or resulting
from (a) any act, error or omission committed by Franchisee or
Franchisee's agents, employees or Participating Subfranchisees in
the preparation of any tax return for which the Electronic Filing
Service 1s utilized; (b) any act, error or omission committed by
Franchisee or Franchisee's agents, employees or Participating Sub-
franchisees in the conduct of the Electronic Filing Service; (c)
any loss, alteration, misuse or improper issuance or delivery of
RAL disbursement checks, whether by Franchisee or Franchisee's
agents or employees, Participating Subfranchisees or any third
person, resulting from any occurrence after any delivery of such
checks to Franchisee and prior to, or concurrent with, Franchi-
see's or Participating Subfranchisee's delivery of any such check
to an RAL Customer; or (d) Franchisee's performance of Franchi-
see's obligations under this Agreement, including, but not lamited
to, Pranchisee's obligation to transmit to CompuServe in a tamely
manner accurate Customer Data.

20. Assignability. This Agreement may not be assigned
by Franchisee, by operation of law or otherwise, without the prior

wraitten consent of Block.
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21. Termination. This Agreement shall terminate:

a. Immediately upon the termination of the Major
Franchise Agreement under which an Electronic Filing Service
has been conducted. If Franchisee has operated an Electronic
Filing Service under one or more separate Major Franchise
Agreements and some, but not all, of such separate Major
Franchise Agreements are terminated, this Agreement shall
terminate only with respect to those separate Major Franchise
Agreements that have been terminated. If Block and Franchi-
see are parties to one or more addenda to any such separate
Major Franchise Agreement, and one or more such addenda are
terminated separately from the separate Major Franchise
Agreement, this Agreement and the rights granted to Franchi-
see herein shall terminate only with respect to the addenda
which have been terminated, and such terminated addenda shall
no longer be considered to be a part of the separate Major
Franchise Agreement for purposes of this Agreement;

b. Immediately upon any termination of the Com-
puter Services Agreement between Block and CompuServe relat-
ing to the Electronic Filing Service unless Block continues
to otherwise provide the services herein provided. In the
event this Agreement 1s terminated pursuant to this Subsec-
tion 21(b) prior to April 30, 1992, Franchisee shall have
the right to secure another transmitting service in place of
CompuServe or any substitute program to continue Franchisee's
conduct of an electronic filing service;

c. On any termination date specified in a writ-
ten mutual termination agreement executed by Block and
Franchisee;

d. Immediately upon (1) any denial by -the IRS of
acceptance of Franchisee into the 1992 electronic filing
program, (2) any suspension by the IRS of Franchisee from
the 1992 electronic filing program, or (3) any general re-
fusal by the IRS to accept tax returns from Block, CompuServe
and/or Franchisee for filing electronically. If a Partici-
pating Subfranchisee has been denied acceptance by the IRS
into the 1992 electronic filing program or suspended by the
IRS from such program, or if there 1s a general refusal by
the IRS to accept tax returns from a Participating Subfran-
chisee for filing electronically, and such denial, suspension
or refusal does not also prohibit or suspend Franchisee's
participation in the 1992 electronic filing program, thas
Agreement and the raights granted to Franchisee herein shall
terminate immediately upon such denial, suspension or re-
fusal, but only with respect to such Participating Subfran-
chisee.

e. In the event of Franchisee's material and
substantial breach of the terms of this Agreement, provided
that, prior to such termination, Block shall provide written
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notice of the breach to Franchisee and, 1f the breach is one
that is curable, Franchisee shall have 15 days from the date
such notice is given to cure such breach. If the breach is a
breach which is not curable, this Agreement shall terminate
immediately upon the giving of notice of the breach;

£. In the event that a material breach committed
by a Participating Subfranchisee of any of the provisions of
this Agreement that are relevant to such Participating Sub-
franchisee continues for twenty days after Block notifies
Franchisee of such breach; or

g. At the end of the term specified in Section 4
of this Agreement.

22, Obligations Surviving Termination. Franchisee
agrees that i1f Franchisee becomes obligated during the term of
this Agreement to pay any sums to Block or to submit any reports
to Block, and such sums have not been paid or such reports have
not been submitted as of the date this Agreement terminates, such
obligations shall continue 1in effect despite the termination of
this Agreement. Franchisee further agrees that the "Licensed
Mark" referred to in Section 6 of this Agreement will continue to
be a Licensed Mark under Paragraph 1 of the Major Franchise Agree-
ment despite the termination of this Agreement, and that the re-
strictions on the advertising of the Electronic Filing Service
contained in Section 6 of this Agreement will continue after the
termination of this Agreement. Franchisee also agrees that the
restrictions set forth in Section 11 of this Agreement concerning
the treatment by Franchisee and Franchisee's Participating Sub-
franchisees of the licensed materials and proprietary information
described in Section 11 shall continue after the termination of
this Agreement. Subject to the conditions set forth in Section 18
of this Agreement, Block agrees that its obligation pursuant to
such Section to use its best efforts to continue to offer to Fran-
chisee the use of Block's System for the electronic £filing of
1992 tax returns during the 1993 tax-filing season shall survive
the termination of this Agreement. Block agrees that nothing in
this Agreement shall be construed to preclude Franchisee from
offering a service to Franchisee's customers consisting of the
electronic £filing of tax return information, the direct deposit
of tax refunds and/or a refund anticipation loan service under
the terms and cond:itions of the Major Franchise Agreement after
the termination of thais Agreement even though Franchisee uses dif-
ferent software, hardware, and transmission facilities than Block
uses, provided the services offered by Franchisee meet Block's
quality standards.

23. Employees. The personnel of each party performing
activities pursuant to, or in connection with, this Agreement
shall remain the employees or agents of that party and shall not
be considered employees or agents of the other party. Each party
assumes full responsibility for the actions of i1ts personnel 1in
performing services pursuant to this Agreement and shall be solely
responsible for their supervision, control and direction.
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24. Relation of Parties. Nothing herein shall be
deemed to create any principal-agent, partnership, joint venture
or relationship between the parties other than the relationship of
franchisor and franchisee or of licensor and licensee, and neither
party shall have any right or authority to bind the other party or
to incur any expense or liability whatsoever on behalf of the
other party. Neither party shall be 1liable to any person
whomsoever for any debts incurred by the other party.

25. Notices. All notices required or given hereunder
shall be in writing and shall be deemed sufficiently served by
mailing, postage prepaid, via certified or registered mail, with
respect to Franchisee, to the address shown below, and with re-
spect to Block, to H & R Block, Inc., 4410 Main Street, Kansas
City, Missouri 64111, Attention: Ms. Linda Jordan, or to such
other address(es) that may hereafter be designated by either party
to the other, and shall be deemed to have been given as of the

date so mailed.

26. Integration and Amendments. This Agreement, any
executed addenda hereto, and the related provisions of any separ-
arate Major Franchise Agreement under which an Electronic Filing
Service 1s to be conducted express fully the understanding and
agreement of the parties hereto with respect to Franchisee's use
of Block's System for the conduct of the Electronic Filing Ser-
vice, and all prior understandings or commitments of any kind,
whether oral or written, concerning the Electronic Filing Service
or any other matter covered by this Agreement are hereby super-
seded and cancelled, with no further liabilities or obligations of
the parties with respect thereto except as to (a) any monies due
and unpaid between the parties to this Agreement at the time of
the execution of this Agreement and (b) any liabilities or obliga-
tions which survive the termination of any prior Major Franchise
Electronic Filing Agreement between the parties hereto by the
express terms of such prior agreement. This Agreement may not be
amended or modified other than by a written agreement executed by

both parties.

27. Partial Invalidity. If any provision of thas
Agreement shall be determined to be invalid, 1llegal or incapable
of being enforced by reason of any rule of law or public policy,
all other conditions and provisions of this Agreement shall
nevertheless remain in full force and effect, and no provision of
this Agreement shall be deemed to be dependent upon any other

unless so expressed herein.

28. Waiver. No waiver of any term or condition of this

Agreement shall be valid unless in writing and signed by the party
to be bound thereby. No waiver of any term or condition hereof

with respect to any act or event shall be deemed to be a waiver of
such term or condition with respect to any subsequent act or

event.
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29. Applicable Law. This Agreement shall be construed
according to the laws of the State of Missouri unless any rule of
law or public policy of the state in which the Electronic Filing
Service is conducted requires that this entire Agreement, or a
specific provision hereof, be governed by the laws of such state.

30. Time Of The Essence. Time shall be of the essence
as to all reports to be made to Block and all fees to be paid to
Block.

31. Binding Effect. This Agreement shall be binding
upon and enure to the benefit of the parties hereto and their
respective successors, assigns, heirs, executors, administrators
and legal representatives, provided, however, that nothing herein
shall be deemed to waive the provision of Section 20 hereof. This
Agreement shall not be binding on either Block or Franchisee until
1t has been executed by Franchisee and an executive officer of

Block.

32. Headings. The headings of the various sections of
this Agreement have been inserted for reference only and shall not
be deemed to be a part of this Agreement.

IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be executed as of the day and year first above
wratten.

ATTEST: H & R BLOCK, INC.

By
Assistant Secretary Vice President

ATTEST OR WITNESS:

Franchisee
oY (Title)
Address
City, State, 2zip Code



REGION PC M CTPC

SATELLITE FRANCHISE
ELECTRONIC FILING AGREEMENT

THIS AGREEMENT is entered into as of the day
of , 1991, by and between H & R Block { ),
Inc., a corporation ("Block™) and

("Franchisee").

WHEREAS, Block and Franchisee are parties to a Satellite
Franchise Agreement or Satellite Franchise Agreements identified
by date(s), franchise territory or territories and location
code(s) as follows:

Date Franchise Territory Location Code

(all of which may be referred to collectively as the "Satellite
Franchise Agreement" or may be referred to separately as "each
separate Satellite Franchise Agreement," as the context requires):;
and

WHEREAS, Block 1s willing to permit Franchisee to use,
and Franchisee desires to use a system developed by Block
("Block's System") by which Franchisee may provide to Franchisee's
customers services (jointly referred to herein as the "Electronic
Filing Service") consisting of (1) the electronic filing of income
tax return information with the Internal Revenue Service ("IRS")
and, 1n some cases, with state 1income tax authorities; (2) the
direct deposit by the IRS of a customer'’s income tax refund into
his or her bank account; and (3) the "RAL Servaice," which in-
cludes the -electronic transmission to a lending ainstitution
("Bank") designated by Block of income tax return information and
other information necessary for a customer to apply to Bank for a
refund anticapation loan ("RAL"), the electronic transmission of
the approval or rejection of the RAL application from Bank to
Block or Franchisee, the 1ssuance of an RAL disbursement check to
an approved applicant and the deposit by the IRS of such custom-~
er's income tax refund into the customer's designated account at

Bank; and

WHEREAS, subject to modification pursuant to Section 17
herein, Franchisee may make use of Block's System to provide the
Electronic Filing Service to Franchisee's eligible customers
through one of three methods, to wit, (1) by accessing a computer
or computers to Block's System, entering income tax return infor-
mation, direct deposit information and any RAL application infor-
mation (which information will hereafter be jointly referred to



as "Customer Data") on such computer(s) and transmitting to Compu-
Serve Incorporated (or any other telecommunications businesses
used by Block in connection with Block's System, all of which
shall be jointly referred to herein as "CompuServe") such Customer
Data (which optional method shall hereafter be referred to as the
"PC Option"); (2) by delivering Customer Data and such documenta-
tion as 1i1s required by Block to a Block processing center desig-
nated by Block from which Block will transmit such Customer Data
to CompuServe (which optional method shall hereafter be referred
to as the "Messenger Option"); or (3) by delivering Customer Data
and such documentation as is required by Block to "Franchisee's
Agent" who holds a franchise from Block to engage in the business
of preparing tax returns and performing "Related Services" under
Block's names and service marks and who agrees with Franchisee
(with Block's approval) to transmit such Customer Data to Compu-
Serve on Franchisee's behalf (whaich optional method shall here-
after be referred to as the "Courier to PC Option");

NOW, THEREFORE, 1in consideration of the premises and
the mutual covenants and agreements set forth herein, the parties
agree as follows:

1. Term. Unless terminated earlier as hereinafter
provided, (1) the initial term of this Agreement shall be for a
period commencing on the later of September 1, 1991, or the date
of this Agreement and ending on August 31, 1992, and (2) this
Agreement shall, on each September 1 thereafter be automatically
renewed for successive renewal terms of one year each.

2. Use of System. Subject to the terms and conditions
set forth below, and the terms and conditions of the Satellite
Franchise Agreement, Block agrees to permit Franchisee to use
Block's System during the term of this Agreement to provide the
Electronic Filing Service to Franchisee's customers. Franchisee
hereby elects to provide the Electronic Filing Service to Franchi-
see's customers by means of the Option
described above. Franchisee shall not utilize any other optional
method to provide the Electronic Filing Service through use of
Block's System without the prior written consent of Block. If
the "Courier to PC Option" has been elected by Franchisee, "Fran-
chisee's Agent" shall be , wWhose
franchise territory is

Block may from time to time announce that other methods
of use of Block's System or new services added to the services
comprising the Electronic Filing Service are available to Franchi-
see. In any such event, Franchisee may change to a new method or
add such new services in accordance with procedures specified by

Block.

During the 1initial term and any renewal term of thas
Agreement, Block's System may be used by Franchisee to provide to
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Franchisee's customers each separate service comprising the Elec-
tronic Filing Service only during that portion of such term in
which Block's System is made available by Block for use at Block's
Company-owned offices to provxde such service to Block's custom-
ers. Block shall announce in The Block Connection or any other
written communication mailed to participating franchise owners
any dates established by Block as the first date or last date
during such term that a particular service may be provided by
Franchisee to Franchisee's customers through the use of Block's
System. Any such announcement shall not constitute a "notice"
required or given under this Agreement and need not meet the no-
tice requirements set forth in Section 24 herein.

3. Conditions Precedent. Block and Franchisee agree
that this Agreement, and their respective rights and obligations
during the initial term and each renewal term hereunder, are ex-
pressly conditioned upon (a) Block's being accepted by the IRS to
participate in the electronic filing program for the "Tax Season"
(the period from the first Monday after January 1 through the
last date on which individual federal income tax returns for the
preceding year may be filed without an extension of time or in-
curring any penalty for late filing) 1included in such term; (b)
Franchisee's being accepted by the IRS to participate in the elec-
tronic filing program for the Tax Season included in such term;
and (c) Franchisee's satisfactory completion during such term of
such training in the use and operation of Block's System as 1is

determined by Block to be necessary.

4. Integration With Franchise Agreement. The parties
hereto agree that the Electronic Filing Service and each separate
service which 1s a part thereof constitute "Related Services," as
such term i1s defined ain the Satellite Franchise Agreement, and
that all provisions in each separate Satellite Franchise Agreement
under which the Electronic Filing Service 1s conducted which per-
tain to Related Services shall pertain to the Electronic Filing
Service. Any provision in this Agreement pertaining to the Elec-
tronic Filing Service which differs from any related provision of
the Satellite Franchise Agreement pertaining to Related Services
shall constitute an amendment to the Satellite Franchise Agree-
ment solely with respect to the Electronic Filing Service. Fran-
chisee's material and substantial breach of the terms of this
Agreement shall entitle Block, in addition to all other remedies
for such breach herein provided, to terminate each separate Satel-
lite Franchise Agreement to which the breach relates in accordance

with the terms thereof.

5. Licensed Marks; Advertising. The parties hereto
agree that any name or logotvpe used by Block 1in connection with
the Electronic Filing Service shall constitute a "Licensed Mark,"
as such term is defined in the Satellite Franchise Agreement.
Franchisee agrees to use the name or names and/or logotype or
logotypes selected by Block for use by Block and Franchisee 1in
describing or marketing the Electronic Filing Service, and Fran-
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chisee agrees not to use any other name or logotype in connection
with the Electronic Filing Service without the express wraitten
consent of Block. Franchisee shall not publish or release any
communication relating to the Electronic Filing Service (a) infer-
ring a special relationship between (1) the IRS, the Financial
Management Service and/or the Department of the Treasury, and (i1)
Franchisee, Block, CompuServe, Bank and/or any other person or
entity, or (b) inferring endorsement of the Electronic Filing Ser-
vice, Block's services, Franchisee's services, Bank's services or
Block's System by the IRS, the Financial Management Service or
the Department of the Treasury. All communications relating to
the Electronic Filing Service shall comply with the then current
IRS Revenue Procedures or other IRS announcements or publications
containing the obligations of participants in the electronic fil-
ing program and the specifications for the electronic filing of
income tax returns (the "Specifications”) and any other rules,
regulations or restrictions issued by the IRS.

6. Grant Of License (PC Option Only). If Franchisee
makes use of Block's System by means of the PC Option, Block
hereby grants Franchisee a revocable license to use the software
and user's guide furnished by Block to Franchisee pursuant to
Section 7, below, for the sole purpose of conducting the Elec-
tronic Filing Service, subject to the limitations and restric-
tions set forth in this Agreement.

7. Items To Be Furnished By Block (PC Option Only).

If Franchisee has elected to use Block's System under the PC Op-
tion, and 1f Franchisee has satisfactorily completed such train-
1ng as 1s provided by Block pursuant to this Section 7, Block
shall provide Franchisee each year during the term of this Agree-
ment with one copy of the software developed as a part of Block's
System for use with computers in entering and correcting Customer
Data of Franchisee's Electronic Filing Service customers and
transmitting such Customer Data to CompuServe, and one copy of a
user’'s guide to such software. During the initial term and each
renewal term of this Agreement, Block shall provide Franchisee
wlith such training in the use and operation of Block's System and
such technical and software support as 1s determined by Block to
be necessary. Any training to be provided by Block shall be held
on such dates, at such times, and at such locations as are desig-
nated by Block.

8. Restrictions On Use Of Proprietar Material (PC
Option Only). TFranchisee agrees that the license granted by Block
to Franchisee herein entitles Franchisee to use the licensed
materials, and Franchisee agrees to use such materials, only to
operate the Electronic Filing Service, and Franchisee further
agrees that, unless expressly authorized herein to do so, Fran-

chisee

a. Will not, without the prior written consent of
Block, copy or otherwise reproduce, modify, sell or exchange
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such materials, or transmit (by telephone lines or other-
wise), give away, or disclose such materials to any other
person or firm, or permit any other person or firm to do so;

b. Will not license or permit any other person or
firm to use such materials; and

C. Will not, without the prior approval of Block,
contract with any person or firm engaged in the conduct of a
tax return preparation service to provide a transmission ser-
vice for such person or firm, and will not use the materials
furnished by Block for the benefit of or to assist such per-
son or firm in the conduct of such tax return preparation

service.

If requested by Block, Franchisee agrees to (1) return
to Block all copies of Block's System software and/or all copies
of any user's quide to such software, whether or not such software
or guide was furnished by Block, upon the expiration of the 1ini-
tial or any renewal term of this Agreement or upon the termination
of this Agreement and (2) execute a certificate, in a form re-
quired by Block, that no copies of such software and/or guide
have been retained by Franchisee.

Franchisee has read and considered the foregoing re-
strictions carefully and acknowledges that such restrictions are
fair and reasonable and are reasonably required for the protection
of the interests of Block. Franchisee further acknowledges that
this Agreement would not be entered into by Block except upon the
condition that such restraictions be included herein and that they
be enforceable, 1in the event of a breach by Franchisee, by injunc-

tive relief.

9. Hardware (PC Option Only). If Franchisee has
elected the PC Option, Franchisee will furnish, install and oper-
ate, at Franchisee's own expense, the computers, modems and print-
ers ("hardware") necessary for Franchisee to enter Customer Data,
to transmit such Customer Data to CompuServe and to receive and
print communications from Block or CompuServe concerning such
Customer Data. Such hardware must either meet the exact hardware
configurations specified by Block for use with Block's System
(which exact hardware configurations shall include, but not be
limited to, brand names, types, models and storage capacity) or
be hardware compatible thereto with which Block's System and its
software will operate, provided that Block's obligation to pro-
vide technical and software support services pursuant to Section
7, above, 1s conditioned upon Franchisee's hardware meeting the
exact configurations specified by Block. Hardware meeting the
exact configurations specified by Block may be purchased by Fran-
chisee through Block's Supply Department in accordance with such
procedures and deadlines as may be established by Block. If the
price of the hardware has not been determined at the time an
order for such hardware 1s placed, Block will advise Franchisee
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of the price as soon thereafter as the price can be determined
and at least 10 days prior to shipment, and 1f such price is not
acceptable to Franchisee, Franchisee may cancel the order within
five days after Franchisee has been advised of the price. If the
hardware is purchased through Block's Supply Department, Franchi-
see will be responsible for any freight charges (as determined by
Block) not paid by the supplier. Block will invoice Franchisee
for the hardware and any freight charges and payment of such in-
voice will be due 10 days after the date of invoice.

10. Transaction Fee And Other Expense To Be Borne By
Franchisee. Subject to modification pursuant to Section 17 here-
in, Franchisee shall pay to Block a transaction fee ("Transaction
Fee") of $2.25 for each tax return successfully transmitted for a
customer of Franchisee, as evidenced by an acknowledgement by the
IRS of acceptance of such return for filing.

In addition to the Transaction Fees mentioned above,
the expense, if any, of furnishing, 1installing and operating the
hardware referred to in Section 9, above, the Service Fees, 1f
any, referred to 1i1n Section 11, below, and any processing or
other fees relating to the RAL Service mentioned in Section 16,
below, Franchisee shall pay all expense relating to the Electronic
Filing Service other than any expense for which Block is expressly
obligated under the terms of the Satellite Franchise Agreement.
The expense to be paid by Franchisee includes, but is not limited
to, wages and commissions paid to employees of Franchisee who
assist 1n the operation of the Electronic Filing Service; such
freight charges (as determined by Block), i1f any, associated with
the shipment from Block to Franchisee of the software and user's
guide referred to in Section 7, above, 1f Franchisee has elected
the PC Option; such charges, 1if any, that may be made by Franchi-
see's Agent to Franchisee, 1f Franchisee has chosen the Courier
to PC Option, for transmitting Customer Data to CompuServe; and
all costs associated with delivery from Franchisee to Block or
from Block to Franchisee, or, 1f applicable, between Franchisee's
Agent and Franchisee of (a) Customer Data, (b) any RAL disburse-
ment checks or (c¢) any documents relating to the Electronic Filing
Service as are required by Block.

11. Service Fee (Messenger Option Only). If Franchi-
see has elected the Messenger Option, Franchisee shall pay to
Block a fee (the "Service Fee") for the services to be rendered
by Block in entering Customer Data received from Franchisee into
computers operated by Block, editing such Customer Data, transmit-
ting Customer Data to CompuServe, processing documents required
by the IRS in connection with the Electronic Filing Service, and
providing to Franchisee such management reports regarding Franchi-
see's Electronic Filing Service as are determined by Block to be
necessary. Subject to modification pursuant to Section 17 herein,
the Service Fee shall be $3.25 for each tax return successfully
transmitted for a customer of Franchisee, as evidenced by an ac-
knowledgement by the IRS of acceptance of such return for filing.
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12. Royalties. Except as otherwise provided in this
Section 12, all of Franchisee's gross receipts from the Electronic
Filing Service shall be subject to royalties payable by Franchisee
to Block at the times and at the royalty rate specified in each
separate Satellite Franchise Agreement. It is expressly under-
stood and agreed that the gross receipts from the Electronic Fil-
ing Service are in addition to, and not in lieu of, the gross
receipts derived by Franchisee from the preparation of the tax
returns that are filed electronically, and that, except as pro-
vided in this Section 12, the total of all such receipts shall be
deemed to be Franchisee's gross receipts for the purpose of cal-
culating franchise royalties payable by Franchisee to Block under
the applicable, separate Satellite Franchise Agreement.

If Franchisee has elected the PC Option, Franchisee's
gross receipts from the Electronic Filing Service shall include
any sums received by Franchisee from any other holder of a satel-
lite franchise granted by Block for whom, with Block's approval,
Franchisee acts as an agent in the conduct of said franchise
holder's electronic filing service, for the transmission by Fran-
chisee of Customer Data of said franchise holder's customers to
CompuServe through use of Franchisee's hardware and Block's Sys-
tem, but only to the extent that such sums exceed $3.25 per tax
return so transmitted by Franchisee on behalf of said franchise

holder.

13. Reports. Within the time period after the end of
each Reporting Period in which Franchisee, by the terms of each
separate Satellite Franchise Agreement, i1s required to submit to
Block reports of Franchisee's gross receipts from the preparation
of income tax returns and the performance of Related Services for
such Reporting Period, Franchisee shall also submit to Block such
reports as may be required by Block in connection with the Elec-
tronic Filing Service. Franchisee shall keep books and records
relating to the Electronic Filing Service which are separate and
distinct from books and records pertaining to tax return prepara-
tion, other Related Services, and any Additional Services offered
to the public by Franchisee, and such books and records shall be
open to inspection by Block during regqular business hours.

14. Payment of Fees and Royalties. The Transaction
Fee, Service Fee, royalties due pursuant to Section 12 herein and
any processing or other fees relating to the RAL Service mentioned
in Section 16 are independent of each other and are cumulative.
All of such fees and royalties shall be due and payable by Fran-
chisee at the same tames that royalties on Franchisee's gross
receipts are due and payable pursuant to each separate Satellite
Franchise Agreement. Time shall be of the essence as to all re-
ports to be made to Block and all fees and royalties to be paid
by Franchisee to Block. All of such fees and royalties are exclu-
sive of sales tax, use tax, or any similar tax imposed by any
unit of government. In the event that any such tax is aimposed
upon any such fee or royalty, or upon any transaction charges
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attributable to tax returns of Franchisee's customers which Block
must pay to CompuServe, Franchisee agrees to pay such tax.

15. Franchisee's Conduct Of Business. Except for the
obligations of Block specified herein or in the Satellite Fran-
chise Agreement, the operation of the Electronic Filing Service
shall be solely the responsibility of Franchisee. Franchisee
agrees to conduct the Electronic Filing Service in full compli-
ance with (a) all provisions of this Agreement and the Satellite
Franchise Agreement; (b) the Specifications and any other rules
or regulations published by the IRS relating to the electronic
filing of tax returns and the direct deposit of income tax re-
funds; (c) any other applicable laws, rules or regqulations of any
federal, state or local governmental body; and (d) the procedures,
guidelines and restrictions adopted by Block for Franchisee's con-
duct of the Electronic Filing Service and Franchisee's use of
Block's System. Franchisee acknowledges and agrees that any such
procedures, guidelines and restrictions adopted by Block may, at
Block's discretion, differentiate Franchisee from other H & R
Block franchise owners utilizing Block's system on the basis of
the optional method of use of Block's System selected by Francha-
see, the location, volume history or other characteristic of
Franchisee's franchise operation or the duration of Franchisee's
participation in the electronic filing program.

16. RAL Service. Franchisee agrees to comply with any
obligations or restrictions imposed upon Block pursuant to the
terms of any agreement pertaining to the RAL Service to which
Block and Bank are parties (the "Bank Agreement"), except to the
extent otherwise expressly provided in such Bank Agreement or in
the procedures, guidelines and restrictions adopted by Block for
the conduct of the Electronic Filing Service. Franchisee's oblai-
gation with respect to the RAL Service includes, but 1s not lim-
ited to, compliance with all provisions found in the Bank Agree-
ment, Specifications, laws, procedures, guidelines and restric-
tions that relate to Franchisee's care, custody, handling, issu-
ance and/or delivery of RAL disbursement checks and the process-
ing, under appropriate circumstances, of stop payment orders re-
lating to RAL disbursement checks. Upon termination of the Bank
Agreement, Franchisee's RAL Service shall terminate.

Franchisee agrees to pay any RAL processing fee or other
fee imposed by Bank upon Block or Franchisee for the services of
Bank i1n processing an RAL application and/or providing a Refund
Anticipation Loan to an RAL customer of Franchisee. 1In no event
shall any fee paid by Franchisee pursuant to this Section 16 with
respect to any customer of Franchisee's RAL Service exceed the
fee whaich Block would be required to pay to Bank pursuant to the
Bank Agreement 1f such customer were a customer of Block's RAL

Service.

In the event of Franchisee's failure to comply with the
obligations imposed upon Franchisee in this Section 16, Franchai-



see's right to use Block's System pursuant to this Agreement for
purposes of provading the RAL Service to Franchisee's customers
may, at Block's discretion, be terminated immediately upon written

notice from Block to Franchisee of such failure.

17. Modifications by Block. Effective on September 1
of any renewal term, Block shall have the right to (1) eliminate
or modify any of the optional methods of Franchisee's use of
Block's System; (2) eliminate or modify any of the services which
comprise the Electronic Filing Service; (3) change the exact hard-
ware configurations for hardware to be used with Block's System;
(4) change the amount of the Transaction Fee; or (5) change the
amount of the Service Fee. If Block elects to make any of the
foregoing modifications, Block shall notify Franchisee on or be-
fore July 15 of the initial term or renewal term immediately pre-
ceding the renewal term in which such modification shall become
effective (which preceding initial term or renewal term shall be
referred to herein as the "Preceding Term").

If (1) Franchisee utilized the eliminated or modified
optional method of use of Block's System during the Preceding
Term, (2) a service comprising the Electronic Filing Service
during the Preceding Term is eliminated or substantially modi-
fied, (3) the exact hardware configurations specified for use
with Block's System are substantialy modified and Franchisee
utilized the PC Option during the Preceding Term, (4) the Trans-
action Fee 1s increased or (5) the Service Fee 1s increased and
Franchisee utilized the Messenger Option during the Preceding
Term, then Franchisee shall have the right to terminate this
Agreement upon giving written notice to Block on or before

August 31 of the Preceding Term.

18. Exclusivity. The Electronic Filing Service shall
be the only electronic tax return filing service, direct deposit
service and refund anticipation loan service offered by Franchi-
see, except as may be expressly permitted by Block in writing,
and Franchisee shall use no system other than Block's System, no
transmission facilities other than CompuServe'’s communication
lines, and no lending ainstitution other than Bank 1in the conduct
of the Electronic Filing Servace.

19. Disclaimer of Warranties. Block makes no repre-
sentation or warranty as to the reliability or fitness of Block's
System or as to the success or profitabilaty to Franchisee of the
Electronic Filing Service to be conducted hereunder by Franchisee,
or that in the future the electronic filing of tax returns, the
direct deposit of income tax refunds or refund anticipation loans
wi1ll be permitted by the IRS or that Block will continue to offer
its System for electronic filing. BLOCK DISCLAIMS ALL WARRANTIES,
WHETHER EXPRESS OR IMPLIED, WITH RESPECT TO BLOCK'S SYSTEM AND

THE ELECTRONIC FILING SERVICE.




20. Limitation Of Block's and CompuServe's Liability;
Indemnification. Neither Block nor CompuServe shall be liable to
Franchisee or to any other party for any loss, damage or expense
arising out of or resulting from the nonoccurrence of the condi-
tions precedent set forth an Section 3; the performance or nonper-
formance of Block's System or any delay in performance of such
System; any failure of Franchisee's Agent to promptly and accu-
rately transmit Customer Data to CompuServe on behalf of Franchi-
see; any failure of CompuServe to perform its obligations in con-
nection with any transmission of data; any failure of Bank, for
whom Franchisee acknowledges Block 1s not an agent, to perform
1ts obligations in connection with the RAL Service; Franchisee's
use of Block's System; or Franchisee's operation of the Electronic

Filing Service.

Franchisee shall bear all responsibility and liability
for the accuracy and timeliness of the Customer Data (1) trans-
mitted by Franchisee to CompuServe, 1f operating under the PC
Option, (2) delivered by Franchisee to Block for transmission to
CompuServe, 1f operating under the Messenger Option, or (3) de-
livered by Franchisee, if operating under the Courier to PC Op-
tion, to Franchisee's Agent for transmission to CompuServe and
transmitted by Franchisee's Agent to CompuServe.

Franchisee shall assume sole responsibility and lia-
bility for, shall indemnify Block, CompuServe and Bank against,
and shall hold them harmless from, any loss, cost, damage or ex-
pense (including, without limitation, the payment of penalties or
interest pursuant to (1) the H & R Block guarantee described in
the H & R Block Policy and Procedure Manual, or (ii) the requare-
ments of the IRS in connection with the electronic filing of indi-
vidual income tax returns) arising out of or resulting from (a)
any act, error or omission committed by Franchisee or Franchisee's
agents or employees 1n the preparation of any tax return for which
the Electronic Filing Service 1s utilized; (b) any act, error or
omission committed by Franchisee or Franchisee's agents or employ-
ees in the conduct of the Electronic Filing Service; (c) any loss,
alteration, misuse or aimproper issuance or delivery of RAL dis-
bursement checks, whether by Franchisee or Franchisee's agents or
employees, or any third person, resulting from any occurrence
after any delivery of such checks to Franchisee and prior to, or
concurrent with, Franchisee's delivery of any such check to the
RAL customer; (d) any act, error or omission committed by Franchi-
see's Agent i1in entering Customer Data into said Agent's computer
or in transmitting such Customer Data to CompuServe; or (e) Fran-
chisee's performance of Franchisee's obligations under this Agree-
ment, including, but not limited to, Franchisee's obligation to
transmit to CompuServe or deliver to Block or Franchisee's Agent,
as the case may be, accurate Customer Data in a timely manner.

21. Termination. This Agreement shall terminate:

a. Immediately upon the termination of the Satel-
lite Franchise Agreement under which any Electronic Filing
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Service has been conducted. If Franchisee has operated an
Electronic Filing Service under one or more separate Satel-
lite Franchise Agreements and some, but not all, of such
separate Satellite Franchise Agreements are terminated, thais
Agreement shall terminate by reason of this Subsection 2la
only with respect to those separate Satellite Franchise
Agreements that have been terminated. If Block and Franchi-
see are parties to one or more addenda to the Satellite
Franchise Agreement, and one or more such addenda are termi-
nated separately from the Satellite Franchise Agreement, this
Agreement and the rights granted to Franchisee herein shall
terminate only with respect to the addenda which have termi-
nated, and such terminated addenda shall no longer be consid-
ered to be a part of the Satellite Franchise Agreement for

purposes of this Agreement;

b. At Block's option, immediately upon any termi-
nation of the Computer Services Agreement between Block and
CompuServe relating to the Electronic Filing Service;

c. If Franchisee has elected the Courier to PC
Option, immediately upon any termination of a separate agree-
ment between Block and Franchisee's Agent under which Fran-
chisee's Agent 1is authorized to conduct an Electronic Filing
Service using Block's System in said Agent's own franchise

territory or terraitories;

d. On any termination date specified in a written
mutual termination agreement executed by Block and Franchi-
see;

e. Immediately upon (1) any denial by the IRS of
acceptance of Franchisee into the electronic filing program,
(2) any suspension by the IRS of Franchisee from the elec-
tronic filaing program, or (3) any general refusal by the IRS
to accept tax returns from Block, CompuServe, Franchisee or
Franchisee's Agent for filing electronically; .

£. At Franchisee's option, in accordance with
Section 17 of this Agreement;

g. In the event of Franchisee's material and sub-
stantial breach of the terms of this Agreement, provided
that, prior to such termination, Block shall provide written
notice of the breach to Franchisee and, if the breach 1is one
that is curable, Franchisee shall have 15 days from the date
such notice 1s given to cure such breach. If the breach is a
breach which 1s not curable, this Agreement shall terminate
immediately upon the givaing of notice of the breach; or

h. By either party hereto, at the end of the ini-
tial term or any renewal term specified in Section 1 of this
Agreement, upon written notice given to the other party at
least 60 days prior to the expiration of such term.
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22. Obligations Surviving Termination. The obligations
of Franchisee pursuant to Sections 5, 8, 9, 10, 11, 12, 13, 14, 16
and 20 shall continue following termination of this Agreement.

23. Relation Of Parties. Nothing herein shall be
deemed to create any prancipal-agent, partnership, joint venture
or relationship between the parties other than the relationship
of franchisor and franchisee (and of licensor and licensee in the
case of a franchisee operating pursuant to the PC Option), and
neither party shall have any right or authority to incur any ex-
pense or liability whatsocever on behalf of the other party with-
out such other party's prior written consent. Neither party
shall be liable to any person whomsoever for any debts incurred
by the other party.

24. Notices. Except as provided ain this Section 24,
all notices required or given hereunder shall be in wraiting and
shall be deemed sufficiently served by mailing, postage prepaid,
via certified or registered mail, with respect to Franchisee, to
the address shown below, and with respect to Block, to H & R
Block, Inc., 4410 Main Street, Kansas City, Missouri 64111, Atten-
tion: Ms. Linda Jordan, or to such other address(es) that may
hereafter be designated by either party to the other, and shall
be deemed to have been given as of the date so mailed. Notice by
Block to Franchisee pursuant to Section 17 of this Agreement shall
be deemed sufficiently served by Block's mailing, postage prepaid,
via first or third class mail, to Franchisee's address shown below
(or to such other address(es) that may hereafter be designated by
Franchisee) on or before July 15 of the Preceding Term, The Block
Connection or any other written communication containing the in-
formation concerning the specified modifications and such notice
shall be deemed to have been given by Block as of the date such
publication or other written communication is so mailed.

25. Integration And Amendments. This Agreement, any
executed addenda hereto, and the related provisions of any sepa-
rate Satellite Franchise Agreement under which an Electronic Fil-
1ng Service is to be conducted express fully the understanding
and agreement of the parties hereto with respect to Franchisee's
use of Block's System for the conduct of the Electronic Filing
Service, and all prior understandings or commitments of any kind,
whether oral or written, concerning the Electronic Filing Service
or any other matter covered by this Agreement are hereby super-
seded and cancelled, with no further liabilities or obligations
of the parties with respect thereto except as to (a) any monies
due and unpaid between the parties to this Agreement at the taime
of the execution of this Agreement and (b) any 1liabilities or
obligations which survive the termination of any praior Satellite
Franchise Electronic Filing Agreement between the parties hereto
by the express terms of such prior agreement. Except as provided
in Sections 2 and 17, this Agreement may not be amended or modi-
fied other than by a written agreement executed by both partaies.
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26. Partial Invalidity. If any provision of this
Agreement shall be determined to be invalid, illegal or incapable
of being enforced by reason of any rule of law or public policy,
all other conditions and provisions of this Agreement shall never-
theless remain in full force and effect, and no provision of this
Agreement shall be deemed to be dependent upon any other unless

so expressed herein.

27. Waiver. No waiver of any term or condition of this
Agreement shall be valid unless in writing and signed by the party
to be bound thereby. No waiver of any term or condition hereof
with respect to any act or event shall be deemed to be a waiver
of such term or condition with respect to any subsequent act or

event,

28. Applicable Law. This Agreement shall be construed
according to the laws of the State of Missouri unless any rule of
law or public policy of the state in which the Electronic Filing
Service 1s conducted requires that this entire Agreement, or a
specific provision hereof, be governed by the laws of such state.

29. Banding Effect; Assignability. This Agreement
shall be binding upon and enure to the benefit of the parties
hereto and their respective successors, assigns, heirs, executors,
administrators and legal representatives, provided, however, that
this Agreement may not be assigned by Franchisee, by operation of
law or otherwise, without the prior written consent of Block.
This Agreement shall not be binding on either Block or Franchisee
until 1t has been executed by Franchisee and an executive officer

of Block.

IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be executed as of the day and year first above

written.

H & R BLOCK ( ) » INC.

By
Assistant Vice President Franchisee

Address

City, State 2ip Code
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